COMMITTEE  PRINT— UNREVISED 


Note. — This  print  is  for  the  immediate  use  of  the  committee  and  is 

subject  to  correction 

E.  W.  G.  HUFFMAN,  Clerk. 


ECONOMIC  SECURITY  ACT 


HEARINGS 

BEFORE  THE 

COMMITTEE  ON  WAYS  AND  MEANS 
HOUSE  OF  REPRESENTATIVES 

SEVENTY-FOURTH  CONGRESS 

FIRST  SESSION 

ON 

H.  R.  4120 


No.  16 


FEBRUARY  12,  1936 


BOSTON  CUT  J rcE  L • ST  ARY 
CHESTNUT  KILL,  MASS. 


UNITED  STATES 

GOVERNMENT  PRINTING  OFFICE 
110098  WASHINGTON  : 1935 

As' 


COMMITTEE  ON  WAYS  AND  MEANS 

ROBERT  L.  DOUGHTON,  North  Carolina,  Chairman 


SAMUEL  B.  HILL,  Washington 
THOMAS  H.  CULLEN,  New  York 
CHRISTOPHER  D.  SULLIVAN,  New  York 
MORGAN  Q.  SANDERS,  Texas 
JOHN  W.  McCORMACK,  Massachusetts 
DAVID  J.  LEWIS,  Maryland 
FRED  M.  VINSON,  Kentucky 
JERE  COOPER,  Tennessee 
JOHN  W.  BOEHNE,  jR.,  Indiana 
CLAUDE  A.  FULLER,  Arkansas 
WESLEY  E.  DISNEY,  Oklahoma 
ARTHUR  P.  LAMNECK,  Ohio 
FRANK  H.  BUCK,  California 
RICHARD  M.  DUNCAN,  Missouri 
CHESTER  THOMPSON,  Illinois 


ALLEN  T.  TREADWAY,  Massachusetts 
ISAAC  BACHRACH,  New  Jersey 
FRANK  CROWTHER,  New  York 
HAROLD  KNUTSON,  Minnesota 
DANIEL  A.  REED,  New  York 
ROY  O.  WOODRUFF,  Michigan 
THOMAS  A.  JENKINS,  Ohio 


J.  TWING  BROOKS,  Pennsylvania 
JOHN  D.  DINGELL,  Michigan 


E.  W.  G.  Huffman,  Clerk 


II 


CONTENTS 


Page 

Statements  of: 

Dr.  Robert  R.  Doane,  director  of  research,  American  Business  Surveys, 

52  Wall  Street,  New  York  City 1040 

Hon.  John  L.  McClellan,  a Representative  in  Congress  from  the 

State  of  Arkansas 1067 

E.  V.  McCollum,  Johns  Hopkins  University,  letter  of 1069 

Lawrence  L.  Gourley,  representing  the  American  Osteopathic  Associa- 
tion, brief  of 1069 

Frank  W.  McCulloch,  representing  the  Chicago  Workers  Committee 

on  Unemployment,  brief  of 1076 

m 


T 


I 

•li 


A 


ECONOMIC  SECUEITY  ACT 


TUESDAY,  FEBRUARY  12,  1935 

House  of  Representatives, 

Committee  on  Ways  and  Means, 

Washington,  D.  C. 

The  committee  met  at  2 p.  m.,  Hon.  Robert  L.  Doughton  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order.  Last  week, 
subsequent  to  the  time  we  had  decided  to  close  the  hearings  on  the 
economic-security  bill,  a request  came  to  the  chairman  of  the  com- 
mittee that  another  witness  be  heard,  and  it  was  said  that  this  was 
essential  to  the  completion  of  the  testimony  concerning  the  Townsend 
plan;  that  it  had  not  been  found  possible  to  present  this  witness 
during  the  hearings.  This  request  was  made,  I believe,  by  Mr. 
Hudson  and  a later  request  was  made  by  two  Members  of  the  House, 
Mr.  Mott  and  Mr.  Costello. 

In  view  of  that  rather  extraordinary  situation,  the  matter  was 
brought  to  the  attention  of  the  committee  this  morning,  and  on  the 
basis  of  those  requests  and  a written  request  from  Dr.  Townsend  that 
another  witness  be  heard,  the  committee  voted  to  hear  Dr.  Robert 
R.  Doane,  an  economist,  of  New  York  City.  That  is  the  purpose  of 
the  meeting  this  afternoon. 

W^ithout  objection,  the  correspondence  between  Dr.  Townsend  and 
the  chairman  of  the  committee  on  this  subject  will  be  made  a part  of 
the  record  at  this  point. 

(The  correspondence  referred  to  is  as  follows:) 


Old  Age.  Revolving  Pensions,  Ltd., 

(The  Townsend  Plan), 

Los  Angeles,  Calif.,  February  12,  1935. 

Hon.  Robert  L.  Doughton, 

Chairman  Ways  and  Means  Committee, 

House  of  Representatives,  Washington,  D.  C. 


Honorable  Sir:  This  is  to  make  formal  request  to  you  and  your  honorable 
committee  to  permit  Dr.  Robert  R.  Doane,  New  York  City,  to  appear  before 
you  as  an  economist  and  statistician  in  reference  to  the  feasibility  of  the  trans- 
action tax  as  proposed  in  the  Townsend  Plan  of  Old  Age  Revolving  Pensions. 

I realize  that  this  is  an  unusual  request,  and  I will  greatly  appreciate  your 
hearing  Mr.^  Doane,  who  unquestionably  is  capable  of  presenting  the  facts  from 
the  standpoint  of  an  economist  and  statistician. 

Respectfully  yours. 


Old  Age  Revolving  Pensions,  Ltd., 
By  Dr.  F.  E.  Townsend,  President. 


Dr.  F.  E.  Townsend, 

Ambassador  Hotel,  Washington,  D.  C. 


February  12,  1935. 


My  Dear  Doctor  Townsend:  Your  communication  requesting  that  Dr. 
Robert  R.  Doane,  of  New  York  City,  be  given  a hearing  before  the  Ways  and 
Means  Committee  has  been  received  and  submitted  to  the  committee. 

It  will  be  the  pleasure  of  the  committee  to  hear  Dr.  Doane  this  afternoon  at  2 
o’clock. 

Very  sincerely  yours, 


R.  L.  Doughton,  Chairman. 
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Tiie  Chairman.  If  Dr.  Doane  will  please  come  forward,  give  his 
name  and  address,  and  the  capacity  in  which  he  appears,  and  such 
other  information  as  is  pertinent  to  his  appearance  before  the  com- 
mittee we  shall  be  glad  to  hear  him  at  this  time. 

STATEMENT  OF  DE.  EGBERT  R.  DOANE,  DIRECTOR  OF  RESEARCH, 

AMERICAN  BUSINESS  SURVEYS,  52  WALL  STREET,  NEW  YORK 

CITY 

Dr.  D OANE.  Mr.  Chairman  and  gentlemen.  My  name  is  Robert 
R.  Doane,  and  I reside  at  101  West  Eighty-first  Street,  New  York 
City. 

1 am  at  present  airector  of  research  of  American  Business  Surveys, 
52  WYll  Street,  New  York  City. 

Do  you  want  any  further  qualifications? 

Mr.  Fuller.  I believe  we  ought  to  have  them. 

The  Chairman.  It  has  been  suggested  that  you  have  other  quali- 
fications, Dr.  Doane. 

Dr.  Doane.  I have  a statement  setting  forth  my  education  and 
experience,  and  so  forth.  May  I just  file  that  for  the  record? 

The  Chairman.  Without  objection,  that  may  be  done. 

(The  statement  referred  to  is  as  follows:) 

Name;  Robert  R.  Doane. 

Address:  101  West  Eighty-first  Street,  New  York,  N.  Y. 

Age:  Forty-six  years,  born  March  10,  1889;  Wilmington,  Ohio. 

Married:  January  25,  1914. 

Education:  Public  schools,  Wilmington,  Ohio,  1895-1905,  Wilmington  College, 
Wilmington,  Ohio,  1905-9;  Ohio  Wesleyan  University,  Delaware,  Ohio, 
1909,  1911;  Georgetown  University,  District  of  Columbia,  1911-12;  Columbia 
University,  New  York,  N.  Y.,  1915-17;  New  York  University,  New  York,  N.  Y., 
1917-18;  School  of  Public  Administration,  New  York,  N.  Y.,  1918-20;  American 
Institute  of  Banking,  New  York,  N.  Y.,  1918-20.  Postgraduate  work  under 
following:  Professor  Seligman,  Columbia  University;  Graham  Wallace,  London 
School  of  Economics;  Gustav  Cassel,  University  of  Bonn;  David  Friday,  Univer- 
sitj^  of  Michigan;  Walter  W.  Stewart,  Chief  Economist,  Federal  Reserve  Board; 
(1924),  Carl  Snyder,  chief  economic,  Federal  Reserve  Bank  of  New  York. 

Experience:  Staff  member  financial  department,  New  York  Times,  1917-18; 
staft'  member  editorial  department,  New  York  Times  Annalist,  1918;  staff  mem- 
ber American  City  Bureau,  New  York,  1918-19;  executive  director,  War  Camp 
Community  Service,  New  York,  1919-20;  director-general.  The  Hall  of  States, 
New  York  City,  1920;  organizing  executive,  Interchurch  World  Movement,  1920; 
executive,  Lee,  Higginson  & Co.,  New  York,  1920-21;  organization  chairman, 
Grand  Central  National  Bank  Committee,  1922;  new  business  department. 
Pacific  Bank  of  New  York,  1924;  director  of  research,  Mid-Manhattan  Survey 
New  York,  1926-27;  managing  editor,  The  Bank  Director,  New  York,  1928; 
financial  editor,  McGraw-Hill  Publishing  Co.,  1929-30;  member  staff.  National 
Bureau  of  Economic  Research,  New  York,  1931;  m.ember  editorial  staff.  The 
Business  Week,  New  York,  1931-32;  Statistical  Advisory  Consultant,  United, 
States  Department  of  Commerce,  1932;  member  intergovernmental  Debt  Settle- 
ment Conference,  1932;  Advisory  Consultant,  United  States  Department  of 
Labor,  1933;  director  of  research,  National  Survey  of  Potential  Product  Capacity, 
1934;  director  of  Research  American  Business  Survey,  New  York,  1935. 

Published  studies:  A Half-Century  of  Banking  in  the  U.  S.,  Financier  Pub- 
lishing Co.,  1928;  The  Economics  of  Aviation,  McGraw-Hill  Publishing  Co., 
1930;  Marketing  Educational  Supplies,  Geyer  Business  Publishing  Co.,  1928; 
The  American  Consumer  Market,  McGraw-Hill  Publishing  Co.,  1932;  How 
Poor  is  America,  New  Outlook  Publishing  Co.,  1933;  A Short  History  of  Debt, 
New  Outlook  Publishing  Co.,  1933;  Technocracy's  Maturity  of  the  Chances, 
Business  Bourse,  1933;  The  Measurement  of  American  Wealth,  Harper  & Bros., 
New  York  and  London,  1933. 
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The  Chairman.  Doctor,  if  you  prefer  to  make  your  main  statement 
without  interruption,  you  may  do  so;  and  the  custom  of  the  com- 
mittee has  been,  after  the  witness  has  completed  his  main  statement, 
to  ask  the  witness  such  questions  as  members  of  the  committee  may 
desire  to  propound.  If  you  desire  to  proceed  in  that  way,  you  may 
be  recognized  for  30  minutes. 

Dr.  Doane.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  it  has  been  my 
understanding  that  the  object  of  these  hearings  has  been,  among 
other  pressing  matters,  to  permit  the  fullest  discussion  of  the  various 
proposals  relating  to  the  program  of  social  legislation  now  up  for 
your  consideration.  And  also  that  those  who  appear  before  you  are 
here  for  the  purpose  of  lending  such  assistance  as  may  be  possible, 
to  the  end  that  your  committee  may  adequately  ascertain  not  only 
the  degree  of  desirability  surrounding  these  proposals  but  the  element 
and  extent  of  practicality  which  may  be  inherent  in  them. 

In  all  such  matters  not  only  must  we  know  what  we  want,  but  we 
must  know  what  we  can  expect  to  get,  by  way  of  possible  revenue 
contributory  to  their  satisfactory  fulfillment,  and  not  alone  through 
the  selection  of  some  vehicle  of  taxation,  but  also  in  relation  to  what 
our  economy  can  afford  to  make  effectively  and  efficiently  available. 
It  is,  therefore,  upon  the  side  of  a measurement  of  these  expectations 
and  the  possibility  of  a practical  fulfillment  within  the  limits  of  our 
economic  structure  that  I desire,  primarily,  to  deal. 

I have  been  made  familiar  in  a general  way  v ith  some  of  the  pro- 
posals that  have  been  presented  for  your  consideration,  including  the 
proposal  known  as  “the  Townsend  old-age  pension  plan.”  I am 
cognizant  of  the  fact  that  any  attempt  to  analyze  fully,  and  especially 
to  attempt  any  complete  sjmthesis,  whereby  the  final  resulting  influ- 
ences upon  our  economy  of  this,  or  any  other  group  of  proposals, 
contain  the  elements  of  a hazardous  undertaking.  It  is,  therefore, 
my  wish  that  my  purpose  in  appearing  here  be  clearly  understood.  I 
am  in  no  way  attempting  to  advocate  any  particular  form  of  social  or 
economic  legislation,  or  to  propose  or  advocate  any  selected  type  of 
taxation  as  the  most  desirable  instrumentality  through  which  these 
proposals  may  be  made  reasonably  effective.  But  rather  would  I 
prefer  to  present  to  the  committee  a brief  series  of  relevant  data  vdiich 
may  be  of  some  value  as  aids  in  determining  certain  potentials  relating 
to  those  elements  of  practicability  and  impracticability  inherent,  in 
part,  in  all  such  proposals  now  enjoying  a more  or  less  wide  popular 
attention. 

Toward  this  end  I have  prepared  a resume  of  material  bearing 
upon  the  national  income,  the  volume  of  total  trading  transactions, 
the  volume  of  consumer  expenditures,  the  total  normal  and  present 
number  of  income  recipients,  their  aggregate  current  monthly  spend- 
ing, the  distribution  of  income  and  of  expenditures  among  the  various 
income  classes,  and  the  distribution  of  wealth.  And  also  some  esti- 
mates involving  the  incidence  of  general  sales  and  turn-over  taxes 
insofar  as  they  relate  to  the  tested  experience  of  other  nations  of 
the  world  who  have  recently  employed  them.  And  also  estimates 
as  to  the  possible  amounts  that  might  be  realized  were  this  form  of 
taxation  uniformly  employed  in  this  country. 
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In  this  connection  I should  like  to  introduce  the  following  tabu- 
lations together  with  notations  as  to  their  sources  and  methods  of 
computation. 

(The  tabulations  referred  to  are  as  follows:) 

Table  I. — Normal  annual  per-capita  consumer  expenditures  (basis  1931),  by 

income  classes 


[1914  dollars] 


Income  classes  (thousands) 

Food 

Shelter 

Transpor- 

tation 

Personal 

Clothing 

Recrea- 

tion 

Total 

1,000  and  over  _ - -- 

.$2, 835 

$27,  933 

$4, 066 

$4,  000 

$1,  340 

$12, 000 

$52, 174 

500-1,000 

2,  550 

23,  346 

4,066 

3,500 

1, 117 

11,  700 

46,  279 

300-500 

2,  235 

19,  760 

4. 032 

3, 300 

1,006 

11,400 

41,  733 

150-300 

1.327 

18.  760 

4,011 

3,200 

884 

11,000 

39, 182 

100-150 

1,227 

16,  966 

3.  838 

3,000 

838 

9,  000 

34, 869 

50-100 

1, 117 

14,  001 

2,  560 

2,  650 

558 

6,  704 

27,  590 

25-50 

1,019 

5,  586 

2,  049 

2,235 

503 

4,  470 

15,  862 

10-25 

898 

2,922 

1, 117 

1,975 

447 

1,  605 

8, 964 

5-10 

581 

1,  584 

575 

1,  295 

391 

691 

5, 117 

3-5 

449 

708 

407 

434 

273 

330 

2,601 

2-3 

353 

335 

203 

275 

223 

136 

1,  525 

1-2 

272 

149 

145 

58 

98 

22 

744 

1 and  under 

164 

104 

91 

56 

56 

19 

490 

In  the  above  table  all  health,  social,  educational,  and  death  and  burial  expenditures  have  been  omitted. 
Source  of  above  data:  “The  American  Consumer  Market”  by  Virgil  Jordan,  president  of  the  National 
Industrial  Conference  Board,  and  Robert  R.  Doane.  McGraw-Hill  Pub.  Co.,  1932,  New  York. 


Table  II. — Average  monthly  per-capita  consumer  expenditure,  by  income  group 


[1935  basis] 


Income  groups 

Per-capita 
present  prices 

4 

Estimated 
tax,  2 percent 

Expected 
total  revenue 
(000  omitted) 

Plus  12  per- 
cent 

Estimated 
tax,  2 percent 

Expected 
total  revenue 
(000  omitted) 

1 

$5, 956 

$119. 12 

$9 

$6,  670 

$133. 40 

$10 

2 

5,283 

105.  66 

16 

5, 917 

118.  34 

17 

3 

4,764 

95.  28 

25 

5, 335 

106.  70 

28 

4 

4,  473 

89.  46 

94 

5,009 

100. 18 

105 

5 

3, 981 

79.  62 

130 

4, 458 

89. 16 

145 

6 

3, 149 

62.  93 

493 

3,527 

70.  54 

552 

7 

1.811 

36.  22 

880 

2, 028 

40.  56 

985 

8 

1,023 

20.46 

2,818 

1, 146 

22.  92 

3,157 

9 

584 

11.68 

4, 878 

654 

13.08 

5, 462 

10 

297 

5.  94 

5,  421 

333 

6.  66 

6,  078 

11 

165 

3.  30 

15,  424 

185 

3.70 

17,  294 

12 

86 

1.  70 

27,  678 

95 

1.90 

30, 934 

13 

56 

1. 12 

16, 902 

63 

1.26 

19, 014 

74,  768 

83,  781 

Table  III. — Total  estimated  monthly  consumer  expenditures,  by  income  classes 

[1935  price  level] 


Income  classes 
(thousands) 

Income  re- 
cipients 

Monthly 

spending 

1,000  and  over 

77 

$481 

500-1,000 

149 

826 

300-500 

268 

1,  340 

150-300 

1,056 

4,  969 

100-150 

1,  634 

6,  830 

50-100 

7, 830 

25, 886 

25-50 

24,  308 

46,  209 

10-25 

137,  754 

147, 948 

Income  classes 

Income  re- 

Monthly 

(thousands) 

cipients 

spending 

5-10 

417,  655 

256,  022 

3-5 

912,  630 

283, 828 

2-3 

4,  674, 100 

808,  619 

1-2 

16,  281,  430 

1,  449,  047 

1 and  under _ 

15,  091, 109 

875,  284 

Totals 

37,  550,  000 

3,907,289 
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Table  IV. — Estimated  accumulative  effect  of  turnover  tax  at  ^-percent  rate  on  physical- 

goods  transactions  {monthly  basis)  ^ 

[Millions  of  current  dollars] 


1.  Raw  materials: 

Farm  products 

Forest  products 

Fisheries 

Mines,  quarries 

Total 

2.  Manufacturing: 

Cost  of  materials 

Plus  added  tax 

Total  cost 

First  turnover  (tax)__. 
Second  turnover  (tax) 
Third  turnover  (tax). 

Total  tax 

Original  cost 

Total  cost 

Value  added 

Selling  value 

Plus  2-percent  tax — 

Total  paid 

3.  M holesale: 

Sales 

Plus  2-percent  tax 

Value  goods  sold 

4.  Retail: 

Sales  (present  value).. 
Plus  2-percent  tax 


Classes 


Value 


$484.  0 
20.0 
11.0 
235.0 


750.0 


1, 820. 0 
15.0 


1, 835.  0 


36.7 

37.4 

38.1 


112.  2 
1, 835.  0 

1, 947.  2 
1,  680.  0 


3,  627.  2 
72.5 


3,  699.  7 


2, 663. 8 
53.3 

2,  717. 1 


2, 173.  7 
43.5 


Tax 


15.0 


112.2 


72.5 


53.3 


43.5 


Estimat- 
ed in- 
crease in 
costs  due 
to  2-per- 
cent tax 


6.9 


8.7 


Value  goods  sold 

Original  aggregate 

Total  expected  taxes 

Consumer  collections  in  addition. 

Grand  total  collections 

At  annual  rate  of 


2,  217.  2 
8,  750.  0 


4, 


10.6 


296.6 

40.3 


336.8 

041.8 


1 Computed  on  1931  basis.  All  figures  from  ofiicial  census  and  Government  bureau  reports. 


Table  V. — Maximum  theoretical  possibilities  under  2-percent  turnover  tax 


Selected  items 
as  given  in 
table  I > 

All  producer 
and  consumer 
expenditures  2 

All  expenditures 
including  Gov- 
ernment and 
institutions  2 

All  gross  trans- 
actions and 
transfers  2 

Estimated  annual  1935  collections. 
Estimated  annual  collections  on  a 

1929  ba, sis 

Estimated  expected  increase  in 

prices  ♦ percent. . 

Annual  volume  of  transactions: 
1935  

$4,  000, 000, 000 

7,  500, 000, 000 

12 

$6, 000, 000, 000 

12, 000, 000,  000 

18 

224, 000, 000, 000 
358,  000, 000,  000 

$6,  300,  000, 000 

12,  600, 000, 000 

20 

242, 000, 000, 000 
376,  000, 000, 000 

$9,  600, 000, 000 

18,  700, 000, 000 

24 

481. 000.  000,  000 

935. 000.  000,  000 

1929  

1 See  table  IV. 

2 See  table  XI,  p.  39,  Measurement  of  American  Wealth. 

2 See  table  XIlI,  p.  43,  Measurement  of  American  Wealth. 
< See  table  IV . 
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Table  VI. — Sales  tax,  per  capita,  comparisons  ^ 


Tax 

Income 

Eatio 

France  . _ _ 

$6.  75 
7.  92 

$201 

171 

3.  2 

Belgium  - 

4.6 

Canada  ...  . . _ . 

8.  67 

579 

1.  5 

United  States  2._  _ _ _ _ 

6.24 

412 

1.5 

• From  Prof.  Alfred  D.  Buehler,  General  Sales  Taxation,  its  History  and  Development,  ch.  XVIII, 
pp.  235-246. 

2 Estimated  on  basis  of  proposed  items  as  given  in  tables  I and  IV. 


Referring  to  table  1,  dealing  with  the  normal  annual  per  capita 
consumer  expenditures  by  income  classes,  that  deals  in  terms  of  the 
deflated  dollar  of  1914. 

The  income  groups  range  from  those  receiving  annually  $1,000  a 
year  and  less  and  up  to  $1,000,000  a year  and  over,  the  13  major 
groups  as  given  by  the  Internal  Revenue  Commissioner  in  Statistics 
of  Income. 

Under  expenditures,  I have  listed  food;  shelter,  which  includes  all 
forms  of  household  utensils,  furnishings,  and  so  forth;  new  building 
of  residential  construction  annually;  transportation,  which  includes 
expenditures  of  consumers  on  motor  cars,  gasoline,  and  s©  forth; 
personal  expenditures,  which  include  the  spendings  of  people  for  such 
things  as  cigarettes,  trinkets,  and  so  forth;  clothing;  and  recreational 
expenditures. 

The  basis  of  these  figures  has  been  the  biennial  census  of  manu- 
factures and  the  census  of  wholesale  and  retail  distribution. 

The  original  study  was  prepared  by  myself  in  collaboration  with 
Dr.  Virgil  Jordan,  who  was  at  that  time  economist  of  the  McGraw-Hill 
Publishing  Co.,  and  editor  of  Business  Week,  and  is  now  president 
of  the  National  Industrial  Conference  Board,  in  New  York. 

In  table  1 the  monetary  amounts  are  in  actual  sums.  ^ 

We  found  that  in  the  year  1929  those  individuals  in  the  respective 
income  classes  were  spending  these  various  sums,  which  you  will 
find  in  the  last  column  under  the  totals. 

In  other  words,  the  millionaire  class,  those  receiving  $1,000,000  and 
over,  spent  some  $52,174  in  the  aggregate  for  these  six  major  divisions 
-hf  the  family  budget. 

I would  now  like  to  take  up  table  2,  dealing  with  the  average 
monthly  per  capita  consumer  expenditures  by  the  same  income 
groups. 

The  disting aishing  feature  between  table  2 and  table  1 is  that  this 
is  on  a monthly  basis,  whereas  the  other  gives  the  annual  totals. 

Mr.  Vinson.  Referring  to  table  1,  I do  not  see  anything  on  it  to 
indicate  for  what  period  these  sums  are  taken.  The  only  figure  I see 
is  the  1914  dollar.  What  year  did  you  use? 

Dr.  Doane.  This  is  on  a 1931  basis.  That  should  be  written  in 
there. 

Mr.  Vinson.  It  does  not  say  that. 

Dr.  Doane.  No.  I am  sorry.  We  used  the  year  1931  as  probably 
corresponding  fairly  well  with  the  current  volume  of  production  and 
spending. 

Mr.  Vinson.  I do  not  see  any  totals  on  there? 

Dr.  Doane.  I have  the  totals  on  other  tables. 
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Mr.  Vinson.  The  only  table  I have  here  is  this  one,  to  which  I 
am  now  referring,  and  it  does  not  have  any  totals. 

Dr.  Doane.  That  is  the  total  for  each  income  class. 

Mr.  Vinson.  But  you  have  not  aii}^  total  for  all  the  classes. 

Dr.  Doane.  I will  introduce  that  later  in  another  table. 

Mr.  Cooper.  In  order  that  we  may  be  clear  on  this,  may  I ask  if 
I am  correct  in  understanding  that  these  figures — and  I have  not  seen 
any  of  these  tables — ^are  on  the  basis  of  the  dollar  in  the  year  1914? 

Dr.  Doane.  The  total  estimated  spending  is  based  upon  the  pro- 
duction of  the  country  as  reported  in  the  biennial  census  of  manu- 
factures for  1931  and  the  wholesale  and  retail  census  of  distribution 
for  1931  and  have  then  been  reconverted  to  a 1914  base  by  dividing 
the  current  sum  by  the  general  price  level;  that  is,  the  general  price 
level  of  the  Federal  Reserve  Bank  of  New  York. 

Mr.  Cooper.  Does  that  mean  that  for  the  purpose  of  this  analysis 
that  which  you  have  reflected  on  this  table  as  the  1931  volume  of 
business  of  the  country  is  measured  in  the  so-called  “1914  dollar”? 

Dr.  Doane.  Yes;  I had  to  do  that  first  so  that  later  we  can  talk 
about  the  mark-up  in  the  cost  of  living,  don’t  you  see? 

Mr.  Cooper.  I am  just  trying  to  get  it  clear  as  we  go  along. 
We  must  understand  it,  or  we  do  not  get  the  significance  of  these 
figures. 

Dr.  Doane.  That  is  converted  to  dollars  of  constant  purchasing 
power,  provided  there  had  been  no  increase. 

Mr.  Vinson.  What  fraction  did  you  use? 

Dr.  Doane.  I used  the  index  as  developed  by  Dr.  Carl  Snyder,  of 
the  Federal  Reserve  Bank. 

Mr.  Vinson.  What  is  that  index? 

Dr.  Doane.  It  was  100  in  1914,  and  in  1931  it  stood  at  around  150, 
I think.  So  naturally  we  divided  by  150. 

Table  2,  which  is  entitled  “The  Average  Monthly  Per  Capita  Con- 
sumer Expenditure  by  Income  Groups”,  is  brought  up  to  a 1935  basis 
as  distinguished  from  the  1914  dollar,  using  the  average  level  of 
prices  existing  in  December  1934,  which  was  the  latest  figure  available. 
We  have  not  the  index  of  the  cost  of  living,  or  of  the  general  price  level 
for  January  at  this  time. 

In  this  table  we  come  for  the  first  time  in  this  presentation  to  the 
possibilities  of  a 2-percent  sales  tax.  And  here  I vcant  to  say  that 
in  all  of  these  per  capita  tables  it  is  really  a per  capita  basis  per  income 
recyiient  and  is  not  to  be  understood  as  perr  capita  per  total  inhabi- 
tants of  the  United  States,  but  per  capita  per  income  recipient. 

Mr.  Buck.  May  I ask  a question  right  there?  Vfhat  is  the  source 
of  your  information  as  to  these  per  capita  expenditures  by  classes? 

Dr.  Doane.  I have  taken  the  same  division  as  reported  in  Statistics 
of  Income,  the  annual  publication  of  the  Internal  Revenue  Bureau 
of  the  Treasury  Department. 

Mr.  Buck.  Does  that  report  also  indicate  the  expenditures  of  these 
various  classes? 

Dr.  Doane.  No;  just  their  income. 

Mr.  Buck.  How  have  you  broken  them  down  to  the  various  col- 
umns as  they  are  shown  on  these  tables?  Huw  did  you  determine,  for 
instance,  in  table  1 that  your  first  class  of  a million  dollars  and  over 
spent  $2,835,000  for  food? 

Dr.  Doane.  For  food? 
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Mr.  Buck.  Or  for  any  other  thing  that  you  might  want  to  take  as 
an  example.  I was  merely  giving  that  as  an  example. 

Dr.  Doane.  That,  of  course,  would  call  for  a long  discussion. 
That  is  the  study  that  Dr.  Jordan  and  myself  developed.  That  is 
taken  from  the  American  Consumer  Market  Study  made  by  Dr.  Virgil 
Jordan  and  myself  in  the  year  1932  and  brought  up  to  date  last  year 
by  myself  for  Harper  Bros.,  publishers,  in  New  York,  based  upon  the 
reports  of  the  biennial  census  of  manufactures  and  the  census  of 
wholesale  and  retail  distribution,  after  adjustment  for  the  aggregate 
total  of  those  goods  exported  outside  the  borders  of  the  United  States. 
That  then  gave  us  a grand  total  of  all  consumer  and  producer  goods. 

We  next  compiled  a list  of  the  total  producer  goods  and  subtracted 
that  from  the  remaining  totals,  assuming  that  the  remainder  would 
be  consumer  goods,  or  representative  of  consumer  goods. 

Mr.  Buck.  I can  understand  how  you  got  your  grand  total  of 
consumer  and  producer  goods,  but  how  did  you  break  them  down  into 
the  classes  of  those  who  had  an  income  of  over  $1,000,000  a year  and 
those  who  had  $500,000  income? 

Dr.  Doane.  We  resorted  there  to  various  studies,  one  study  made 
back — well,  the  original  American  consumer  market  study  covered 
the  3mars  1919  to  1930,  inclusive,  and  that  has  since  been  brought 
down  to  date,  to  1934,  as  I have  said. 

Mr.  Vinson.  Will  the  gentleman  yield  to  me? 

Air.  Buck.  Yes. 

Air.  Vinson.  I have  table  2 before  me.  Seeminglv  this  is  an 
average  monthty  per  capita  consumxcr  expenditure  table,  is  that  right? 

Dr.  Doane.  That  is  right. 

Mr.  ATnson.  Your  expected  total  revenue  is  in  the  last  column  on 
the  right? 

Dr.  Doane.  That  is  right. 

Mr.  ATnson.  And  it  totals  $83,781,000,  is  that  correct? 

Dr.  Doane.  That  is  right. 

Mr.  Vinson.  As  I understand  it,  that  figure,  $83,781,000  is  what 
you  have  concluded  a 2 per  cent  tax  would  yield  monthly? 

Dr.  Doane.  That  is  right. 

Air.  Vinson.  Then,  as  I understand  it,  a 2 percent  tax  would  yield 
approximately  $1,008,000,000  annually? 

Dr.  Doane.  From  the  consumer;  that  is  correct. 

Air.  ATnson.  That  is  12  times  $84,000,000  approximately. 

Dr.  Doane.  It  would  be  more  than  that  if  we  were  going  up  and 
business  were  expanding.  I have  not  attempted  to  bring  that  out 
on  this  chart. 

Mr.  Vinson.  But  using  the  figures  on  the  chart  as  a base 

Dr.  Doane.  Yes. 

Air.  Vinson.  It  would  be  around  $1,000,000,000  annual  receipts 
with  a 2 percent  sales  tax. 

Dr.  Doane.  Very  close  to  that;  that  is  correct. 

Mr.  Buck.  If  ^mu  will  pardon  me,  Mr.  Vinson,  I do  not  feel  that 
I have  had  an  answer  to  the  question  that  I asked,  yet. 

Dr.  Doane.  No;  I had  not  quite  finished. 

Mr.  Buck.  I did  not  know  that  you  were  going  off  on  another 
subject,  Mr.  Vinson. 

Air.  Vinson.  I beg  your  pardon.  I thought  I would  mention  this 
while  I had  it  in  mind. 
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Dr.  Doane.  After  we  arrived  at  the  grand  total,  and  the  aggregate 
of  all  consumption  goods,  we  then  resorted  to  the  study  made  by  the 
United  States  Department  of  Labor  covering  the  year  1918,  which 
covered  budget  expenditures  of  the  various  working  class  families 
and  farm  families  of  the  United  States.  That  was  the  most  exhaustive 
study  that  we  have  ever  had  in  this  country.  I think  it  covered 
more  than  12,000  families. 

Since  that  time  there  have  been  more  recent  studies,  one  made  in 
1924  in  the  State  of  California,  I believe,  a civil-service  study  covering 
executive  classes,  business  men,  school  teachers,  and  the  lower  wage- 
earning groups. 

We  also  had  available  to  us  the  work  of  Dr.  Wilford  King,  of  the 
National  Bureau  of  Economic  Kesearch,  in  New  York,  covering  ex- 
penditures by  income  groups  up  as  high  as  $50,000  a year. 

Mr.  Buck.  Pardon  me  just  a moment.  I do  not  want  to  take  up 
your  time  unnecessarily  to  ask  you  to  recite  all  these  sources  of  your 
information.  Will  you  put  those  in  the  record,  the  sources  from  which 
these  tables  were  made  up? 

Dr.  Doane.  I have  here  a copy  of  the  American  Consumer  Mar- 
ket— I think  it  is  about  28  pages.  You  do  not  want  all  of  that? 

Mr.  Buck.  Just  a reference  to  them,  so  that  those  who  want  to 
study  the  matter  can  look  into  it. 

Dr.  Doane.  It  cannot  be  very  brief  because  it  is  a rather  com- 
plicated subject.  I will  make  it  as  brief  as  I can. 

Mr.  Ceowther.  Mr.  Chairman,  as  I understand  it,  the  gentleman 
wants  merely  the  references  and  not  the  subject  matter  itself. 

Dr.  Doane.  The  references,  yes.  I v/ill  put  these  in  the  record. 

(References:  See  The  Measurement  of  American  Wealth,  by  Robert  R.  Doane, 
pp.  66-75  and  pp.  213-219,  for  full  list  of  consumer  budget  studies  by  income 
classes  in  the  United  States  covering  the  years  1918-30,  inclusive.  Also  see 
The  American  Consumer  Market,  by  Robert  R.  Doane  and  Virgil  Jordan, 
McGraw-Hill  Publishing  Co.,  New  York.  Both  of  these  studies  are  available  in 
the  Congressional  Library.) 

Dr.  Doane.  Referred  again  to  table  2 we  give  the  per  capita  con- 
sumer expenditures  by  those  same  income  groups  based  on  the  present 
price  level,  and  the  estimated  2-percent  tax  that  might  result  pro- 
viding the  spending  would  continue  at  the  same  volume. 

Mr.  Vinson.  Is  this  on  the  basis  of  the  recipients  spending  all  of 
their  income? 

Dr.  Doane.  No;  this  is  not  on  that  basis.  It  just  covers  these 
six  items  of  the  budget,  the  major  items  of  the  budget. 

I should  have  explained  in  table  1 that  I have  excluded  all  ex- 
penditures for  health  purposes,  medical  attention,  hospitalization, 
and  so  forth,  by  private  individuals;  social  expenditures,  which  would 
include  donations  to  churches  and  auxiliary  religious  organizations, 
charitable  organizations,  and  fraternal  orders,  and  other  club  mem- 
berships. I have  also  excluded  all  educational  expenditures  on  the 
part  of  individuals,  death  and  burial  expenses,  and,  of  course,  savings., 

Mr.  Vinson.  What  percentage  of  the  income  is  expended  accord- 
ing to  your  estimate  on  these  six  items? 

Dr.  Doane.  That  would  be  a very  rough  estimate,  but  I should 
say  about  75  percent.  It  is  the  .major  part. 

Mr.  Vinson.  Then  according  to  your  judgment,  and  very  roughly 
estimated,  a 2-percent  tax  levied  upon  75  percent  of  the  incomes  of 
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these  income  groups  would  yield  the  revenue  which  you  have  indicated 
on  this  table? 

Dr.  Doane.  Of  their  expenditures,  levied  upon  75  percent  of  their 
current  monthly  spending. 

Now,  I find  in  trying  to  attempt  to  arrive  at  a reasonable  expecta- 
tion in  the  increase  in  the  cost  of  living  due  to  the  imposition  of  a 
2-percent  tax,  that  we  could  expect,  based  on  the  past  experience  of 
France  and  Germany  and  other  nations  that  have  utilized  the  general 
sales  tax,  and  a turn-over  tax  of  a like  rate,  2 percent,  that  we  may 
expect  a mark-up 

The  Chairman  (interposing).  The  time  of  the  witness  has  expired. 
If  there  is  no  objection,  the  witness  will  be  recognized  for  an  additional 
30  minutes. 

Dr.  Doane.  Thank  you.  As  I was  saying,  we  can  expect  a 
mark-up  of  potentially  10  percent  in  the  cost  of  living.  Mathematic- 
ally it  works  out  10.6  percent.  However,  in  the  third  column,  in 
table  2,  I have  added  12  percent  as  an  additional  increase  in  the  price 
level  that  we  might  expect  as  the  result  of  this  form  of  tax,  which 
would  bring  the  total  tax  payments  approximately  up  to  the  amounts 
on  a monthly  basis  as  indicated  in  column  5 of  table  2. 

I have  here  another  table  dealing  with  the  total  estimated  monthly 
consumer  expenditures  by  income  calsses  adjusted  to  the  same  1935 
price  level  basis.  That  is  table  3,  where  I have  listed  by  income 
groups  the  total  number  of  income  recipients  in  each  class  and  their 
aggregate  monthly  spendings  by  classes  and  the  total,  that  Mr. 
Vinson  spoke  of. 

There  we  find  that  on  a monthly  basis  the  consumers  of  the  United 
States  are  now  spending  approximately  some  $3,907,289,000  per 
month. 

In  table  4,  which  is  also  on  a monthly  basis,  I present  the  estimated 
cumulative  effect  of  a turn-over  tax  at  a 2-percent  rate  if  levied  on 
the  total  physical  goods  transactions.  The  figures  there  given  are 
based  on  the  Biennial  Census  of  Manufacturers  and  the  census  of 
distribution  and  of  wholesale  distribution,  with  raw  material  totals  as 
estimated  by  tiie  Bureau  of  Agricultural  Economics  of  the  Depart- 
ment of  Agriculture.  This  includes  the  cash-selling  value  of  all  farm 
products,  forest  products,  fisheries,  mines,  and  quarries.  Of  course, 
the  fisheries  estimate  did  not  come  from  the  Bureau  of  Agricultural 
Economics,  or  the  mines  or  quarries.  I obtained  the  latter  from  the 
last  Statistical  Abstract  of  the  United  States,  and  from  the  Bureau  of 
Mines,  Department  of  the  Interior.  These  figures  indicate  that 
materials  are  movdng  nov"  into  markets  in  this  country  at  an  approxi- 
mate rate,  in  current  monetary  value,  of  some  $750,000,000  per 
month. 

Our  manufacturing,  which  includes  the  cost  of  materials  and  the 
value  to  be  added,  is  moving  into  market  at  a monthly  rate  of  approxi- 
mated 3k  to  3%  billions  of  dollars. 

Wholesale  trade  appioximates  2}i  to  2%  billions  of  dollars;  and 
retail  trade  2k  billions  of  dollars. 

This  makes  a total  aggregate  monetary  value,  including  all  of  the 
duplications,  of  about  $8,750,000,000  monthly.  When  I talk  about 
including  all  of  the  duplications,  I mean  all  that  we  might  expect  to 
secure  a tax  upon. 
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Mr.  Vinson.  What  is  it  that  you  expect  the  tax  to  be  collected  on 
under  the  McGroarty  bill? 

Dr.  Doane.  Under  what? 

Mr.  Vinson.  Under  the  McGroarty  bill,  the  Townsend  plan  as 
stated  in  the  McGroarty  bill. 

Dr.  Doane.  I am  not  referring  to  the  McGroarty  bill  or  to  the 
Townsend  plan,  but  have  just  suggested  here  that  if  a 2-percent  tax 
were  levied  on  these  values  as  they  come  into  market  monthly,  we 
could  expect  so  much  to  be  collected.  That  has  nothing  to  do  with 
the  Townsend  plan  or  the  McGroarty  bill,  at  least  not  yet. 

Mr.  Hill.  Is  that  $8,750,000,000  the  base  upon  which  you  calculate 
this  2 percent? 

Dr.  Doane.  That  would  be  the  possible  maximum  base;  yes,  that 
we  might  expect  to  collect  taxes  upon. 

Mr.  Vinson.  Would  that  be  $100,000,000,000  annually  as  the 
base? 

Dr.  Doane.  Oh,  no;  it  would  be  12  times  that,  approximately. 
Yes,  yes;  that  is  right;  a little  better  than  $100,000,000,000. 

Mr.  Vinson.  We  could  follow  it  better,  1 believe,  if  we  would  say 
roughly  $100,000,000,000. 

Dr.  Doane.  Roughly,  $100,000,000,000.  It  includes  duplications, 
you  understand. 

Mr.  Vinson.  Yes;  I understand  that  is  transactions. 

Dr.  Doane.  Total  transactions  involved  in  the  production  of  these 
materials. 

Mr.  Boehne.  Do  I understand  you  to  say  that  that  is  the  maximum? 

Dr.  Doane.  Insofar  as  it  deals  with  these  specific  items  it  is,  in  my 
estimation. 

Mr.  Vinson.  That  would  be  2 percent,  and  that  would  be 

$2,000,000,000. 

Dr.  Doane.  If  we  would  take  2 percent  of  that  grand  total,  it 
would  approximate  $2,000,000,000  annually.  But  these  taxes,  of 
course,  are  cumulative,  and  we  find  in  the  third  column  of  table  4 
we  might  expect  $15,000,000  to  be  realized  off  of  a value  of  some 
$750,000,000  of  raw  materials  moving  into  the  market.  Past  studies 
of  the  findings  of  the  Biennial  Census  of  Manufacturers  indicate  a 
combined  turnover  of  approximately  three  times,  once  the  raw  mater- 
ials get  into  the  manufacturing  process.  Of  course,  it  varies.  Some- 
times it  may  be  12  to  16  times,  and  in  other  cases  only  once,  but  on 
the  whole  the  average  is  about  3 times.  The  tax  under  the  first  turn- 
over is  some  $36,700,000;  the  second,  $37,400,000,  and  the  third, 
$38,100,000,  making  an  additional  tax  of  $112,000,000.  Then  when 
these  goods  are  finally  sold,  there  is  another  2-percent  tax  of  $72,500,- 
000  to  be  added,  and  after  they  have  left  the  wholesalers,  another 
$53,000,000.  You  understand  that  there  is  always  a volume  of  goods 
being  held  back  on  the  shelves,  and  so  forth,  and  in  process  of  dis- 
tribution to  the  consumer.  Then  there  is  a retail  tax  of  $43,000,000. 
This  makes  a total  expectancy  in  tax  collection  of  some  $296,000,000 
monthly. 

In  referring  back  to  table  2,  we  found  it  was  possible  to  collect 
some  $83,781,000  from  the  total  spending  of  the  consumer  for  these 
items. 
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After  deducting  the  43%  millions  from  the  retailer’s  value,  we  get 
an  additional  40  millions,  which  the  consumer  has  spent  for  certain 
kinds  of  services.  This  gives  us  a grand  total  of  $336,000,000  monthly. 
On  an  annual  basis  that  is  approximately  4 billions  of  dollars. 

The  1931  values,  as  I previously  stated,  have  been  employed  in 
the  manufacturing  field,  the  complete  1933  census  not  yet  being  avail- 
able. The  estimated  percentage  increase  in  prices  as  shown,  was  due 
to  the  added  cost  factor  of  the  turn-over  tax,  and  is  in  close  agree- 
ment with  results  in  other  countries  where  such  taxes  have  been  applied 
for  a number  of  years. 

The  French  observers,  xillix  and  Lececle,  have  estimated  the  French 
turn-over  tax  to  add  approximately  three  to  four  times  the  amount  of 
the  tax  rate  to  the  general  level  of  prices  at  retail. 

Mr.  Vinson.  It  would  be  safe  to  say,  would  it  not,  doctor,  that  you 
might  have  an  article  which  started  out  as  raw  material  and  had  the 
tax  applied  as  many  as  50  times? 

Dr.  Doane.  I could  not  answer  that.  I do  not  know.  I have  just 
dealt  with  the  aggregate  here. 

Mr,  Vinson.  I know,  but  I am  asking  you  now— — 

Dr.  Doane.  It  is  quite  possible. 

Mr.  Vinson.  It  is  quite  possible. 

Dr.  Doane.  Ex-Minister  of  Industry  Hirsch  has  estimated  the 
German  turn-over  tax  to  have  added  substantially  the  same  amount  to 
consumers’  prices  in  Germany. 

This  citation  is  made  because  of  the  common  or  popular  practice 
to  attribute  an  expected  increase  of  prices  from  50  to  100  percent  to 
follow  the  imposition  of  a 2-percent  sales  tax.  The  actual  attested 
experience  has  rarely  disclosed  an  increase  in  excess  of  18  percent, 
and  usually  the  increase  has  stood  nearer  8 to  10  percent. 

I give  as  my  authorities  here.  Prof.  Alfred  D.  Buehler,  in  his 
General  Sales  Taxation,  Its  History  and  Development,  and  Allixand 
Lecercle,  in  their  study  of  the  French  general  turn-over  tax,  pages 
326  and  pages  331  and  332.  Here  they  have  estimated  the  French 
turn-over  tax  to  have  added  6 to  8 percent  to  retail  prices,  disregard- 
ing the  long  run  effects.  They  also  cite  the  chief  cause  of  rising 
prices  in  France  after  the  war  as  due  to  monetary  depreciation  rather 
than  the  tax. 

I also  cite  you  to  the  League  of  Nations  Memorandum  on  Public 
Finance,  covering  the  years  1922  to  1926. 

Mr.  Hill.  What  was  the  relationship,  if  any,  between  the  tax  and 
the  monetary  depreciation  in  France? 

Dr.  Doane.  That  would  be  very  difficult  to  measure,  because  the 
depreciation  was  rather  rapid,  as  you  know.  It  would  be  almost 
impossible  to  get  an  accurate  measurement.  I could  not  answer  that 
question. 

Mr.  Hill.  Was  there  a clause  separate  from  the  tax  for  monetary 
depreciation  in  France? 

Dr.  Doane.  Oh,  no,  no.  The  total  volume  of  taxes  collected  by 
France  was  relatively  small  in  relation  to  the  total  revenues.  It  was 
rather  a small  tax,  so  small  that  I should  not  think  it  had  any  sig- 
nificant influence  at  all  on  the  rise  in  prices. 

Mr.  Hill.  Monetary  depreciation  does  result  in  increased  com- 
modity prices?  That  is  a general  proposition? 

Dr.  Doane.  I do  not  know  that  it  does. 
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Mr.  Hill.  The  lower  the  purchasing  value  of  the  dollar,  the  higher 
the  coirmodity  prices.  Is  not  that  correct? 

Dr.  Doane.  Will  you  please  state  that  again? 

Mr.  Hill.  The  lower  the  purchasing  value  of  the  dollar,  the 
higher  the  commodity  prices? 

Dr,  Doane.  Oh,  yes;  of  course. 

Mr.  Hill.  So  that  depreciation  of  monetary  value  results  in 
higher  commodity  prices. 

Dr.  Doane.  In  higher  prices,  yes;  but  it  may  be  and  it  may  not 
be  due  to  taxation. 

Mr.  Hill.  Yes;  I understand  that. 

Dr.  Doane.  It  must  be  borne  in  mind  that  in  computing  the 
2-percent  tax  upon  aggregate  annual  totals,  the  resulting  total  is  apt 
to  be  quite  misleading.  As  an  illustration,  when  we  take  the  aggre- 
gate gross  totals  of  raw  material  values,  manufactured  produces, 
wholesale  and  retail  total  sales  volume  for  the  jmar  1931,  as  disclosed 
in  table  4,  we  find  that  2 percent  of  this  grand  total  would  net  only 
174  millions  of  dollars.  But  this  does  not  take  into  consideration  the 
various  times  these  goods  turn  over  during  the  annual  period,  with 
each  turnover  containing-the  accumulated  addition  of  the  tax  as  in 
itself  a cost  factor  which — see  table  IV — brings  the  actual  final  total 
up  to  336  millions  rather  than  the  lower  figure  of  174.  It  is  almost 
twice  what  we  would  expect,  if  we  were  dealing  with  annual  aggregate 
totals  only. 

Mr.  Hill.  How  many  turn-overs  do  you  estimate  for  the  purposes  . 
of  the  computation  of  the  amount  of  that  tax? 

Dr.  Doane.  Six. 

Mr.  Hill.  Six  turn-overs  for  each  commodity? 

Dr.  Doane.  Of  course,  I know  that  there  are  more  turn-overs  than 
that,  but  six  in  the  aggregate. 

Mr.  Hill.  Why  do  you  take  6,  the  number  “6”? 

Dr.  Doane.  I had  to  base  these  estimates  upon  the  report  of 
authoritative  data,  and  the  Biennial  Census  of  Manufacturers 
would  indicate  by  the  mark-up  in  the  value  of  goods  and  the  relation 
of  that  value  to  the  raw-material  value  as  given  by  other  govern- 
mental bureaus  that  the  turn-over  has  been  that  many  times  in  the 
aggregate. 

Mr.  Hill.  That  many  times?  That  is  an  average,  is  that  right? 

Dr.  Doane.  That  is  an  average;  yes. 

Mr.  Hill.  So  that  you  would  get  that  figure  from  the  official 
statistical  data  as  to  the  average  turn-over  of  a commodity? 

Dr.  Doane.  Yes ; we  produce  in  this  country  over  325,000  individual 
items.  It  would  be  impossible  for  me  to  present  a table  showing  how 
many  times  each  one  of  those  325,000  items  turned  over. 

Mr.  Hill.  Yes;  I wanted  to  get  some  authoritative  information 
for  the  use  of  the  number  “6”  that  you  have  employed  there. 

Dr.  Doane.  Yes.  In  table  V,  I have  given  the  maximum  theoreti- 
cal possibilities  under  a 2-percent  turn-over  tax,  based  upon  1935 
estimated  collections  as  indicated  in  these  previous  tables,  and  also  an 
estimated  annual  amount  based  upon  a 1929  basis;  that  is,  assuming 
that  we  get  back  to  the  1929  levels  again.  I have  taken  the  total 
expected  tax  collections  covering  the  same  items  that  I have  just 
listed  in  these  tables,  and  in  column  2 I have  based  the  expectations 
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if  all  producer  and  consumer  expenditures  were  taxed,  in  column  3 
the  expectations  if  all  expenditures  of  producers  and  consumers,  plus 
governmental  and  institutional  expenditures  were  taxed;  and  in  the 
last  column,  the  total  expectation  if  all  gross  transactions  and  property 
transfers  were  taxed. 

In  column  1 it  would  indicate,  on  present  levels,  the  maximum 
expected  would  be  $4,000,000,000  if  we  limit  it  to  this  restricted  group 
as  shown  in  table  4.  If  we  included  all  possible  consumer  and  pro- 
ducer expenditures,  we  could  expect  there  would  be  approximately 
$6,000,000,000  at  these  levels.  And  in  the  third  column,  the  maxi- 
mum expectation  would  be  around  9}^  billion;  9.6  billion. 

Mr.  Hill.  That  is  per  year? 

Dr.  Doane.  Per  year. 

Mr.  Lamneck.  Would  it  be  well  at  this  point  to  refer  to  the  testi- 
mony that  we  received  before,  to  show  the  gross  revenue  of  about  8 
billion;  is  not  that  right? 

The  Chairman.  According  to  my  recollection. 

Mr.  Lamneck.  And  you  say  it  will  be  about  9 billion;  is  that 
right? 

Dr.  Doane.  Yes;  on  all  transactions  and  transfers. 

Mr.  Hill.  May  I ask.  Doctor,  are  you  including  financial  trans- 
actions such  as  payment  of  salaries? 

Dr.  Doane.  Yes,  That  is  the  total  gross,  of  everything.  You 
understand  I am  not  recommending  that  all  these  transactions  be 
taxed,  I am  just  stating  here  what  it  would  be  if  they  were  ail  taxed. 

Mr.  Hill.  Do  you  have  any  data  as  to  the  total  amount  of  salaries 
paid  monthly  or  annually? 

Dr.  Doane.  I have  the  data,  of  course,  supplied  by  the  study 
published  in  Senate  Document  124,  made  by  Dr.  Simon  Kuznets, 
for  the  Department  of  Commerce. 

Mr.  Hill.  Have  you  that  data? 

Dr.  Doane.  I do  not  have  it  with  me  right  now. 

Mr.  Hill.  Roughly,  what  is  it? 

Dr.  Doane.  The  total  wages  and  salaries  paid  in  the  United  States 
over  a long  number  of  years  have  averaged  very  close  to  60  percent 
of  the  total  national  income. 

Mr.  Hill.  Sixty  percent  of  the  total  national  income? 

Dr.  Doane.  That  would  be  relative,  of  course,  as  the  income  goes 
up  and  down.  I think  it  has  not  varied  more  than  a fraction  of  1 
percent  in  probably  25  years. 

Mr.  Hill.  What  was  the  total  national  income  in  1934? 

Dr.  Doane.  I do  not  know.  There  have  been  no  estimates,  to 
my  knowledge,  published  yet  of  the  total. 

Mr.  Hill.  What  is  the  latest  publication  on  the  national  income 
that  you  have? 

Dr.  Doane.  For  the  year  1933,  around  45  billions,  I think. 

Mr.  Hill.  What  was  it  in  1929,  if  you  recall? 

Dr.  Doane.  Eighty-one  billion. 

Mr.  Hill.  Sixty  percent  of  the  national  income,  roughly  speaking, 
is 

Dr.  Doane.  Wage  and  salary  payments.  Of  course,  the  salaries 
are  a smaller  figure,  but  economically  speaking,  we  call  it  all  wages. 
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Mr.  Hill.  You  have  included  wages  and  salaries,  or  wages,  in  this 
total  figure  here;  you  have  calculated  this  tax  and  got  the  figure  9 
billion  plus  annually? 

Dr.  Doane.  Yes. 

Mr.  Hill.  If  you  excluded  salaries  from  the  tax,  then  you  would 
have  to  deduct  from  the  base  about  60  percent,  would  you  not,  and 
calculate  the  tax  upon  the  remainder? 

Dr.  Doane.  No;  since  those  total  payments  would  amount  to 
about  48  billion  dollars  in  1929,  we  will  say  60  percent  of  the  total; 
and  at  these  levels  now  it  is  my  judgment  that  they  amount  to  prob- 
abl}^  24  billion  dollars  annually.  That  would  just  be  24  billion  to 
deduct  from  the  total  gross  transactions,  or  2 percent  of  the  24 
billion,  which  would  give  you  some  480  million  dollars  to  deduct, 
which  would  still  leave  you  9 billion  and  a fraction.  It  is  a relatively 
small  amount,  compared  to  the  total  gross  volume  of  all  transactions. 

The  Chairman.  I believe  you  stated  that  you  were  not  recommend- 
ing that  all  these  transactions  be  taxed. 

Dr.  Doane.  That  is  right. 

The  Chairman.  Are  you  recommending  any  of  them  be  taxed? 
If  so,  which  ones,  and  how  much  will  the  tax  yield  on  the  ones  you 
do  recommend? 

Dr.  Doane.  If  the  chairman  please,  I would  rather  not  go  on 
record  at  this  time  as  recomme.nding  any  in  particular. 

The  Chairman.  You  said  you  would  not  recommend  that  all  be 
taxed.  That  implied  to  my  mind  that  you  did  recommend  that  some 
of  them  be  taxed.  If  I am  wrong  in  that,  I would  be  glad  to  be 
corrected. 

Dr.  Doane.  I have  not  recommended  that  any  of  this  be  done. 
I am  just  showing  you  what  the  possibilities  might  be. 

The  Chairman.  That  is  what  I wanted  to  get  cleared  up. 

Dr.  Doane.  In  table  6,  I have  listed  some  comparisons  of  the  sales 
tax  on  a per  capita  basis  per  inhabitant  per  total  population,  and  I 
want  to  state  here  that  in  table  6 these  comparisons  are  not  completely 
down  to  date.  There  is  a lag  of  2 or  3 years. 

France  had  a sales  tax  of  $6.75  per  capita;  Belgium,  $7.92;  and 
$8.67.  My  estimates  of  the  2-percent  tax  as  contained  in  tables  1, 
2,  and  4 would  mean  a total  per  capita  tax  of  $6.24  for  the  United 
States. 

Mr.  Hill.  How  much  did  you  say  was  the  per  capita  tax  in  the 
United  States? 

Dr.  Doane.  $6.24. 

Mr.  Hill.  That  is  annually? 

Dr.  Doane.  Annually;  yes. 

In  table  2 I have  given  what  it  would  cost  per  income  recipient  per 
income  class,  which  ranges  from  a low  of  $1.26  per  month  up  to  $133 
per  month  for  the  highest  class.  But  when  put  as  a total  for  the 
entire  population,  it  is  only  $6.24  per  capita. 

I would  like  to  call  your  attention  to  how  the  national  incomie 
comes  into  being,  in  order  that  we  can  have  a clearer  understanding 
of  this  whole  problem.  All  of  these  payments  that  I have  been  talk- 
ing about  accrue  naturally  in  the  form  of  wages,  interest,  rents,  labor 
and  naaterial  costs,  taxes,  and  capital  outlays,  which  again  includes 
materials  and  wages.  The  continuous  consumption  requirements 
indispensable  to  the  maintenance  of  society  incurs  these  unending 
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current  obligations  by  way  of  expenditures.  In  an  advancing 
economy,  both  the  meeting  of  these  demands  combined  with  the 
creation  of  additional  means  of  production  cause  a constant  increase 
in  the  total  economic  activities  required  for  this  purpose.  As  the  sum 
of  all  these  demands  can  only  work  themselves  out  through  the 
complex  structure  of  expenditures,  it  is  then  in  this  field  that  the  real 
formulation  of  wealth  and  income  takes  place. 

Therefore,  any  imposition  of  a tax  of  any  kind  becomes  an  element 
in  the  cost  factor. 

I would  like  to  say  that  if  a 2-percent  tax  were  added,  it  is  cumula- 
tive, and  if  you  were  able  under  the  Townsend  plan  or  as  a result  of 
the  bill  to  collect  three  hundred  and  some  odd  millions  of  dollars  based 
on  these  physical  values  only,  rather  than  total  transactions,  you  could 
expect  an  increase,  month  after  month,  because  the  recipients  of  this 
redistributed  income  resulting  from  the  tax  would  be  spending  and 
paying  a tax  also,  as  I understand  it. 

Mr.  Hill.  What  ratio  wuiild  that  increase? 

Dr.  Doane.  It  figures  out  over  the  first  few  months — ^I  did  not 
carry  it  out,  of  course,  to  a long  interminable  number  of  months,  but 
it  increases  the  total  tax  collections  on  a maximum  basis  of  20  to  25 
percent  per  month.  It  is  cumulative. 

Mr.  Hill.  Would  that  continue  indefinitely,  20  to  25  percent  per 
month,  so  long  as  the  tax  applied? 

Dr.  Doane.  From  a purely  statistical  basis,  a mathematical  basis, 
it  will  be  possible,  all  other  things  remaining  equal. 

Mr.  Vinson.  What  about  the  human  basis? 

Dr.  Doane.  That  is  not  always  accurately  predictable. 

Mr.  Vinson.  Do  you  think  that  your  mathematical  basis  would  be 
anything  in  the  region  of  possibility,  that  it  would  continue  to  go  on 
and  on  and  on  ad  infinitum?  There  would  be  a break  some  place, 
would  there  not? 

Dr.  Doane.  It  has  not  in  the  past  industrial  history  of  this  country 
and  other  countries.  The  average  annual  rate  of  increase  of  physical 
production  and  of  the  total  national  income  generated  as  a result  of 
that  production  has  shown  a rather  steady  and  constant  rate.  Dr. 
Snyder’s  studies  bearing  on  the  physical  production  of  the  country 
indicate  an  average  rate  of  increase  annually  of  about  3.8  percent, 
which  I think  is  the  highest  in  the  world.  The  national  income  and 
the  national  bank  deposits — that  is,  the  deposits  of  all  banks  in  the 
Nation — have  increased  at  an  average  annual  rate  approximating  7 
percent  per  annum.  But  that  is  over  a 50-year  span.  It  evens  out. 
Of  course,  there  are  dips  down,  as  we  know. 

Mr.  Hill.  I understood  you  to  say,  doctor,  that  the  increase  in  the 
amount  of  revenue  from  this  2 percent  tax  would  amount  to  20  to 
25  percent  per  month. 

Dr.  Doane.  If  the  stimulated  additional  production  due  to  the 
increased  buying  of  the  new  income  recipients  could  be  maintained. 

iVIr.  Hill.  Would  it  ultimately  reach  a point  of  stabilization,  or 
would  it  just  continue  to  increase  for  all  time  to  come? 

Dr.  Doane.  Oh,  no,  no;  that  would  be  just  in  the  earlier  stages, 
while  they  are  replenishing  what  they  require. 

Mr.  Hill.  What  we  are  trying  to  get  at  is,  when  would  it  reach 
its  peak  and  what  is  the  peak?  What  would  be  the  peak  in  your 
estimation? 


ECOJTOMIC  SECmilTY  ACT 


1055 


Dr.  Doane.  As  soon  as  the  consumption  requirements  of  goods  of  a 
durable  character,  such  as  new  housing,  if  they  wanted  to  engage  in 
the  building  of  new  housing,  household  utensils,  automobiles,  and  so 
forth,  would  be  satiated,  which  might  expire  in  probably  24  months 
it  may  take  them  2 years  to  get  ah  these  things. 

Mr.  Hill.  Suppose  they  spent  all  this  money,  after  being  satiated 
with  dur.able  goods,  all  for  consumption  goods;  what  would  be  the 
situation  there  as  to  whether  there  would  be  any  increase  or  stabiliza- 
tion of  the  amount  of  revenue  from  taxes? 

Dr.  Doane.  Of  course,  the  wants  of  mankind  seem  to  be  insatiable. 
We  go  ahead  and  purchase  one  thing,  then  somebody  will  get  out  a 
new  style  of  the  old  thing  and  we  have  to  buy  that,  or  think  we  do. 
I could  not  put  a limitation  on  that.  I do  not  know. 

Mr.  Hill.  You  could  not  make  an  estimate  as  to  what  the  probable 
peak  of  the  revenue  would  be? 

Dr.  Doane.  I think  we  could  expect  it  to  go  forward  at  the  same 
same  rate  that  the  national  income  has  gone  forward  during  the  past 
quarter  of  a century.  It  would  not  affect  the  rate  of  it  one  bit;  not 
the  average  rate  of  increase  annually.  As  I said  a moment  ago.  Dr. 
Snyder’s  studies,  covering  the  49  series,  going  back  to  about  1850  in 
this  country,  also  Dr.  King’s  studies  and  the  studies  of  Walter  W. 
Stewart,  all  those  indexes  have  disclosed  an  average  annual  rate  of 
increase  of  physical  production  of  about  3.8  percent  over  a long  span 
of  years,  while  the  national  income  in  a monetary  sense  and  not  meas- 
ured in  physical  units  has  increased  approximately  7 percent  per 
annum  over  that  same  period  of  years.  There  has  been  no  way  yet 
devised  by  mankind  whereby  we  could  defeat  that  rate  or  beat  it. 
Even  the  World  \Yar  did  not  interrupt  that. 

Mr.  Hill.  You  spoke  a while  ago  of  the  per  capita  amount  of  the 
tax  in  France,  I think,  as  being  $6  and  something  per  year. 

Dr.  Doane.  Yes;  it  is  in  table  6. 

Mr.  Hill.  On  the  basis  of  an  18-billion  annual  tax,  that  is,  a total 
tax  amounting  in  a year  to  $18,000,000,000,  what  would  be  the  per 
capita  tax  in  the  United  States? 

Dr.  Doane.  I have  not  estimated  that. 

Air.  Hill.  It  would  be  125,000,000  into  18  billion,  would  it  not? 

Dr.  Doane.  No;  you  could  not  dc  it  that  way  because  that  is  in- 
cluding the  individual  as  a consumeHon  one  side  of  the  equation  and 
then  the  individual  as  a producer  on  the  other  side. 

Mr.  Hill.  The  total  population  of  the  United  States  is  about  125 
million,  something  like  that? 

Dr.  Doane.  Yes;  the  population. 

Mr.  Hill.  I am  talking  about  the  per  capita  tax. 

Dr.  Doane.  I think  if  you  would  divide  that  total  by  your  125 
million  population,  you  could  do  it  and  call  it  a per  capita  tax,  but 
there  is  a little  illusion  in  there. 

Air.  Hill.  How  did  you  get  your  $6.24  per  capita? 

Dr.  Doane.  That  is  based  on  table  1 and  table  4,  the  limited 
physical  materials,  that  is,  the  limitation 

Mr.  Hill.  The  per  capita  tax  in  the  United  States,  taking  the 
total  population  now  and  assuming  an  annual  tax  of  $18,000,000,000,, 
would  be  $144,  would  it  not?  That  would  be  an  increase  over  the 
present  tax;  I mean  this  particular  tax. 

Dr.  Doane.  All  these  are  over  the  present  tax. 
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Mr.  Hill.  Yes. 

Dr.  Doane.  Yes.  I want  to  correct  that  last  statement. 

Mr.  Hill.  That  is,  we  are  talking  about  the  old-age  pension  tax. 

Dr.  Doane.  That  $6.24  applies  to  table  2.  Correct  that  from 
table  1 to  table  2. 

Mr.  Hill.  The  monthly  national  income  in  this  country  at  the 
present  time  is  approximately  $3,900,000,000,  is  it  not? 

Dr.  Doane.  That  is  the  national  spending  of  consumers  for  those 
items. 

Mr.  Hill.  Is  not  that  about  the  monthly  national  income? 

Dr.  Doane.  At  the  present  time? 

Mr.  Hill.  Yes. 

Dr.  Doane.  A little  less  than  that.  I should  think  the  National 
income  at  the  present  time  is  progressing  at  the  annual  rate  of  very 
close  to  $52,000,000,000. 

Mr.  Hill.  $52,006,000,000,  and  one-twelfth  of  that  would  be  a 
little  over  $4,000,000,000. 

Dr.  Doane.  Four  billion;  yes. 

Mr.  Hill.  Four  billion,  plus.  That  is  the  monthly  income  based 
on  the  annual  income. 

Dr.  Doane.  That  is  the  only  way  we  can  figure  it. 

Mr.  Hill.  If  you  have  a monthly  tax  of  $1,600,000,000,  what 
proportion  would  that  be  of  the  monthly  national  income? 

Dr.  Doane.  It  would  not  be  one-fourth. 

Mr.  Hill.  It  would  be  about  40  percent,  would  it  not? 

Dr.  Doane.  No.  You  see,  if  you  are  stating  this  question  to  me 
in  that  form,  a billion  dollars  collected,  that  comes  out  of  the  gener- 
ating process  of  the  whole  national  income.  Of  course,  you  are 
including  there  spending  by  producers  as  producers,  all  of  your  turn- 
over, and  then  the  spending  by  consuha^rs  as  consumers.  The  total 
aggregate  spending  on  the  monthly  basis  is  much  higher,  4 to  5 times 
higher  than  these  figures  I have  indicated  to  you. 

Mr,  Hill.  I am  not  talking  about  the  spending,  I am  talking 
about  the  income  and  about  the  tax. 

Dr.  Doane.  If  you  want  to  view  it  that  way,  it  would  be  about 
one-fourth,  25  percent. 

Mr.  Vinson.  It  would  be  40  percent. 

Mr.  Hill.  No;  it  would  be  about  40  percent. 

Mr.  Vinson.  A billion  and  a half  to  four  biUion. 

Dr.  Doane.  The  national  income  now  is  in  excess  of  $4,000,000,000 
a month,  and  a billion  dollars  is  one-fourth  of  four. 

Mr.  Hill.  I am  not  talking  about  a billion  dollars,  I am  talking 
about  $1,600,000,000. 

Dr.  Doane.  Oh,  I beg  your  pardon.  Yes;  that  is  correct. 

Mr.  Hill.  So  that  on  the  basis  of  a monthly  national  income  of 
$4,000,000,000,  and  using  round  numbers,  there  is  levied  and  collected 
a tax  of  $1,600,000,000  per  month,  and  the  tax  so  collected  v/ould  be 
about  40  percent  of  the  monthly  national  income. 

Dr.  Doane.  No;  not  in  my  estimation;  but  the  way  you  put  it  it 
makes  that. 

Mr.  Hill.  As  a matter  of  mathematics  it  is,  is  it  not? 

Dr.  Doane.  This  tax  has  been  levied  on  those  expenditures  essen- 
tial for  the  creation  of  a $4,000,000,000  monthly  income. 

Mr,  Hill.  But  it  has  been  collected,  has  it  not? 
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Dr.  Doane.  That  $4,000,000,000  is  the  net  result  of  probably 
$20,000,000,000  worth  of  spending. 

Mr.  Hill.  I am  talking  about  the  national  income  monthly  as 
compared  with  the  tax  for  1 month  of  $1,600,000,000;  on  that  basis 
I submit  that  this  tax  for  1 month  would  be  about  40  percent  of  the 
monthly  national  income. 

Dr.  Doane.  As  you  put  it  it  would  be,  but  it  does  not  all  come  out 
of  the  pockets  of  the  individual  consumers. 

Mr.  Hill.  Yes;  but  is  there  any  other  income  aside  from  this 
$4,000,000,000  a month? 

Dr.  Doane.  Any  other  income? 

Mr.  Hill.  Yes. 

Dr.  Doane.  No. 

Mr.  Hill.  Where  are  you  going  to  get  your  money  to  pay  the  tax 
with?  You  have  to  get  it  out  of  your  income,  have  you  not;  that  is, 
out  of  that  or  out  of  your  reserves;  so  the  $1,600,000,000  comes  out  of 
the  approximately  $4,000,000,000  dollars  per  month.  It  does  not 
make  any  difference  how  many  transactions  you  have  to  raise  that 
$1,600,000,000  taxes.  The  fact  is  the  payment  has  been  made  and 
made  in  cash. 

Dr.  Doane.  This  thing  called  the  national  income  is  a circular  sort 
of  thing;  it  is  a flow.  It  is  not  a static  thing. 

Mr.  Hill.  It  does  have  a maximum  total,  though? 

Dr.  Doane.  Yes. 

Mr.  Hill.  That  is  what  we  are  talking  about. 

Dr.  Doane.  In  the  aggregate;  and  these  annual  totals  sometimes 
are  deceiving  in  that  way.  The  $1,600,000,000  you  referred  to,  if  you 
did  collect  that  money,  taxes  are  also  a part  of  the  national  income  of 
that  same  period.  It  is  flowing  back. 

Mr.  Vinson.  That  $1,600,000,000  is  taken  out  of  the  flow. 

Dr.  Doane.  It  is  redirected  in  the  flow.  It  is  not  taken  out,  it  is 
not  thrown  off. 

Mr.  Vinson.  You  are  almost  advocating  the  McGroarty  bill  now. 
At  least  it  is  taken  out  of  the  flow.  This  $1,600,000,000  is  ta,ken  out 
of  that  four  billion  monthly  national  income,  is  it  not? 

Dr.  Doane.  It  is  shifted  and  redirected  witxiin  the  flow.  It  is  not 
taken  out. 

Mr.  Vinson.  Oh,  yes;  it  goes  out  of  that  flow  and  goes  into  the 
Treasury  of  the  United  States,  does  it  not? 

Dr.  Doane.  And  then  from  the  Treasury  back  into  the  flow. 

Mr.  Vinson.  Now  you  are  becoming  an  advocate.  But  it  is  taken 
out  of  that  flow  and  put  into  the  Treasury  of  the  United  States. 

Dr.  Doane.  No  more  than  present  taxes  are  taken  out. 

Mr.  Vinson.  Present  taxes  are  taken  out  of  the  flow,  are  they  not? 

Dr.  Doane.  I recall  a recent  study  made  b}^  a large  institution  in 
this  country  showing  the  development  and  the  generation  of  the  total 
national  income,  and  it  attributed  some  11  or  12  percent  to  the  Gov- 
ernment, about  $8,000,000,000  a year.  Of  course,  the  Government 
does  not  contribute  that  much  to  the  income.  It  collects  it  from  the 
people  and  then  redistributes  it  as  it  pays  it  out  in  wages  of  civil 
employees,  and  so  forth,  But  it  is  not  thrown  off  forever. 

Mr.  Vinson.  No;  nobody  said  anything  about  that.  Mr.  Hill’s 
question  was  getting  vou  down  to  a simple  mathematical  calculation 
of  the  ratio  of  $1,600,000,000  to  $4,000,000,000. 
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Dr.  Doane.  It  is  40  percent,  on  a pure  mathematical  basis,  beyond 
all  question.  . 

Mr.  Fuller.  As  I understand  it,  you  say  the  gross  income  for  1929 
was  around  $81,000,000,000? 

Dr.  Doanb.  I think  so. 

Mr.  Fuller.  That  included  about  60  percent  of  the  income  for 
salary  and  wages.  For  1933,  the  gross  income  was  approximately 
$45,000,000,000.  What  do  you  mean  by  gross  income  in  making 
these  figures? 

Dr.  Doane.  Did  I use  the  term  “gross  income’’? 

Mr.  Fuller.  Yes,  sir;  you  used  the  term  “gross  income.” 

Dr.  Doane.  I said  “gross  expenditures”,  not  “gross  income.”  I 
do  not  recall  using  that  phrase. 

_Mr.  Fuller.  If  you  did  not  use  the  word  “gross”,  does  this  81 
billion  dollars  mean  all  transactions  in  a business  way? 

Dr.  Doane.  No,  no.  We  had  to  spend  in  1929  to  generate  81 
billions  of  individual  income,  over  300  or  400  billions  of  dollars. 

Mr.  Fuller.  Eight-one  billions  did  not  mean  the  profits  for  the 
people  of  the  United  States,  did  it? 

Dr.  Doane.  That  was  the  net  result  of  all  of  our  economic  activi- 
ties as  measured  in  monetary  terms. 

Mr.  Fuller.  Was  81  billion  dollars  net  profits  made  in  the  United 
States  in  1929? 

Dr.  Doane.  After  we  had  paid  for  all  of  our  materials  consumed  in 
the  current  12-month  period  of  1929  in  the  production  of  durable 
goods,  capital  goods,  and  consumable  goods,  after  we  had  paid  our 
taxes,  after  we  had  paid  these  wage  and  salary  payments,  after  we 
had  made  the  charges  for  depreciation,  depletion,  and  obsolescence, 
that  then  represented  the  total  current  monetary  expenditures  re- 
quired in  that  particular  year  to  carry  on  and  conduct  the  business  of 
the  United  States.  There  are  duplications  there.  You  then  deduct 
your  total  expenditures  for  materials.  You  deduct  from  this  gross 
.total  your  total  allowances  for  depletion,  depreciation,  and  obsoles- 
cense. You  deduct  your  tax  payments  from  that  grand  total;  and 
the  net  result  is  what  the  economists  call  the  national  dividend,  which 
is,  of  course,  after  adjustments  for  foreign  trade  and  international 
settlements  betv/een  individuals,  the  national  income  in  the  sense 
that  it  is  commonly  referred  to  as  the  national  dividend.  It  would  be 
a profit  in  that  sense. 

Mu  Fuller.  As  a matter  of  fact,  do  you  claim  that  there  were 
45  billions  of  dollars  of  net  income,  of  profit  in  the  United  States  for 
1933?  Does  your  experience  teach  you  that  that  is  true,  as  well  as 
your  figures? 

Dr.  Doane.  Of  course,  here  recently  we  have  had  two  estimates  of 
the  national  income  published  by  the  Department  of  Commerce. 
One  deals  with  the  total  volume  of  income  produced,  the  monetary 
value  of  the  total  income  produced  annually,  and  the  monetary  value 
of  the  total  national  income  distributed  annually,  which  are  two 
different  figures.  In  1932,  I show  the  figures  that  I am  familiar  with, 
the  last  estimate  of  the  Department  of  Commerce  that  we  produced 
some  38  and  a fraction  billions  of  dollars — I am  just  tr^/ing  to  remember 
these  figures;  it  may  be  36  billions — and  we  distributed  about  11 
billion  dollars  more  than  that. 
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Mr.  Fuller.  Just  answer  my  question  yes  or  no.  In  1933,  do  you 
state  as  an  economist  and  from  your  observation  and  experience  there 
was  a profit,  a net  profit  in  the  United  States  of  45  billions  of  dollars? 

Dr.  Doane.  Most  emphatically  no. 

Mr.  Fuller.  It  was  not  half  of  that,  was  it? 

Dr.  Doane.  If  we 

Mr.  Fuller.  Answer  my  question  now.  I do  not  want  to  argue 
with  you.  Was  a half  of  that  much  made  as  a net  profit  in  the  United 
States? 

Dr.  Doane.  There  was  no  net  profit  made  at  all  in  the  United 
States  in  1934. 

Mr.  Fuller.  All  right.  Yet  you  take  as  your  basis  here  that  there 
was  45  billion  dollars  for  1933,  and  upon  that  basis  you  make  your 
argument. 

Dr.  Doane.  I am  not  making  an  argument  at  all. 

Mr.  Fuller.  Those  are  the  figures  upon  which  you  base  whatever 
you  are  stating,  whether  it  is  an  argument  or  statement. 

Dr.  Doane.  I am  showing  these  grand  totals  of  monetary  income. 

Mr.  Fuller.'  If  I am  a farmer  and  buy  cattle  from  another  farmer 
to  feed  them,  that  is  one  transaction.  I sell  them  to  a stock  buyer, 
and  that  is  another  transaction.  He  ships  them  to  the  market  and 
sells  them  to  the  packers,  the  men  there  buying  cattle.  That  is  three 
transactions.  Then  the  packer  sells  them  to  the  wholesaler,  the 
wholesaler  sells  them  to  the  retailer,  and  the  retailer  sells  them  to  the 
consumer.  There  are  six  or  seven  transactions.  Is  that  included  in 
your  figures  of  gross  business? 

Dr.  Doane.  Certainly. 

Mr.  Fuller.  That  is  what  I thought.  Now,  you  cannot  tell  any- 
thing about  who  made  the  profit?  Probably  nobody  made  any  profit. 

Dr.  Doane.  Quite  right. 

Mr.  Fuller.  Yes.  But  your  theory  and  the  way  you  arrive  at 
your  figure  is  to  put  a 2-percent  sales  tax  upon  each  and  every  one  of 
those  transactions. 

Dr.  Doane.  I have  not  advanced  any  theory  at  all.  I am  very 
sorry.  I am  just  saying  if  you  would  place  a 2-percent  tax  on  these 
gross  transactions,  this  is  what  you  might  expect. 

Mr.  Fuller.  That  is  what  you  might  expect? 

Dr.  Doane.  I have  not  presented  anything  in  the  nature  of  a 
theory  about  it. 

Mr.  Fuller.  That  is  the  way  you  arrive  at  the  large  figures  you 
have  presented  to  us? 

Dr.  Doane.  That  is  right. 

Mr.  Fuller.  You  have  studied  the  Townsend  bill,  have  you  not? 

Dr.  Doane.  I have  not.  I have  never  read  the  Townsend  bill. 

Mr.  Fuller.  You  know  that  the  general  purpose  of  it  is  to  pay 
$200  a month  to  every  person  over  the  age  of  60? 

Dr.  Doane.  Yes;  I know  that. 

Mr.  Fuller.  As  an  economist,  do  you  think  that  this  Government 
could  stand  that  financial  strain  and  burden? 

Dr.  Doane.  Not  at  the  present  level  of  income  and  the  present 
rate  of  production;  no. 

Mr.  Fuller.  That  is  all. 
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Mr.  Woodruff.  Mr.  Doane,  under  present  conditions,  how  much 
money  do  you  think  you  could  raise  according  to  your  formula  in  the 
first  year? 

Dr.  Doane.  Very  close  to  4 billion  dollars. 

Mr.  Woodruff.  It  seems  to  me  I had  a talk  with  you  yesterday 
afternoon  when  you  told  me  and  two  other  members  of  this  committee 
that  the  first  year  the  amount  of  money  you  would  get  under  your 
formula  would  be  something  like  six  hundred  and  some  millions. 

Dr.  Doane.  We  were  talking  about  a monthly  base,  and  I was 
referring  to  my  second  table  here,  which  showed  some  three  hundred 
and  thirty -six  millions  per  month. 

Mr.  Woodruff.  I understood,  Mr.  Doane,  very  distinctly  that 
that  was  the  yearly  base  that  you  got  from  that  formula  that  you 
suggested  to  us  yesterday.  I may  be  mistaken.  I am  not  saying  that 
you  misrepresented  it. 

Dr.  Doane.  I may  have  misunderstood  you,  Mr.  Woodruff. 
Based  on  these  preceding  tables,  1,  2,  3,  and  4,  on  a limited  2-percent 
tax  that  is  restricted  to  just  those  particular  items  there  listed,  it 
indicated  that  we  could  expect  about  $336,000,000  per  month,  on 
present  levels. 

Mr.  Woodruff.  Per  month? 

Dr.  Doane.  And  that  that  would  build  up  for  the  12  months’  period 
at  about  4 billion  dollars. 

Mr.  Woodruff.  I see.  I probably  waS' mistaken  about  my  under- 
standing of  your  previous  statement. 

In  the  State  of  Michigan  we  have  a 3-percent  sales  tax  on  every 
retail  transaction;  that  is,  on  foodstuffs,  you  pay  the  retail  tax  on  a 
loaf  of  bread,  and  on  everything  that  is  sold  in  the  State.  From  that 
tax  we  get  in  round  figures  24  million  dollars  a year.  There  is  nothing 
exempt  from  that  except  the  sales  that  are  made  on  poor  orders, 
which  constitute  a very  small  part  of  the  transactions  for  the  year. 

Dr.  Doane.  Poor  orders?  You  mean  those  that  are  on  relief? 

Mr.  Woodruff.  On  relief,  yes. 

The  population  of  Michigan  constitutes  3.9447  percent  of  all  the 
population  of  the  United  States.  It  is  reasonable  to  suppose  that  the 
amount  of  retail  transactions  per  capita  within  the  State  of  Michigan 
would  be  on  a par  with  those  of  any  other  State.  If  my  idea  is  a correct 
one,  the  24  million  dollars  a year  that  we  get  from  our  retail  tax  in 
Michigan  constitutes  3.9  percent  of  the  amount  of  money  that  we 
could  get  in  the  whole  country  over  the  period  of  a year  under  a 3- 
percent  retail  sales  tax.  I understand,  of  course,  that  you  contem- 
plate taxing  many  trasactions  other  than  the  transaction  that  puts  the 
goods  into  the  hands  of  the  ultimate  consumer. 

Dr.  Doane.  That  is  right.  How  does  that  work  out? 

Mr.  Woodruff.  How  does  it  work  out? 

Dr.  Doane.  Yes. 

Mr.  Woodruff.  It  gives  in  the  entire  United  States  for  the  year, 
$608,411,300,  in  round  figures. 

Dr.  Doane.  That  is  very  interesting. 

Mr.  Vinson.  And  a 2-percent  tax  would  net  something  like  400 
million  dollars. 

Mr.  Woodruff.  A 2-percent  retail  tax? 

Mr.  Vinson.  Yes. 
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Mr.  Woodruff.  But  it  seems  to  me  a far  step  from  what  we  can 
realize  from  a 3-percent  sales  tax  to  the  figures,  Mr.  Doane,  that  you 
reach  for  this  transaction  tax  as  you  would  apply  it  over  the  whole 
year,  because  it  is  a wide  step  from  608  millions  to  4 billions;  and 
that  is  a 3-percent  sales  tax,  and  you  propose  a 2-percent  sales  tax. 

Dr.  Doane.  If  that  wer6  realized,  as  Mr.  Vinson  says,  400  million 
dollars  on  2 percent,  that  is  five  times  better  than  my  estimate.  I 
estimate  here  only  83  million  dollars. 

Mr.  Vinson.  That  is  on  a monthly  basis,  your  83  million  dollars. 
He  is  speaking  of  an  annual  basis. 

Mr.  Woodruff.  I am  speaking  of  the  annual  basis. 

Dr.  Doane.  Yes;  I beg  your  pardon. 

Mr.  Vinson.  In  other  words,  400  million  as  against  4 billion. 

Dr.  Doane.  I beg  your  pardon;  that  is  right. 

Mr.  Woodruff.  That  is  400  million  dollars  as  against  4 billion 
dollars. 

Dr.  Doane.  The  4 billion  includes  the  raw  materials  and  the 
processing. 

Mr.  Woodruff.  I understand  there  must  be  that  2-percent  tax  on 
at  least  10  different  transactions  other  than  retail.  That  is  what  it 
means,  too,  is  it  not,  upon  your  figures? 

Dr.  Doane.  Yes. 

Mr.  Woodruff.  Mr.  Doane,  I think  every  man  and  woman  in  this 
country  would  be  glad  to  see  the  Townsend  plan  enacted  by  Congress 
if  it  would  do  the  things  that  its  proponents  think  it  can  do.  Have 
you  any  opinion  to  express  on  that,  as  to  whether  or  not  this  plan 
can  be  successful  if  passed  by  Congress? 

Dr.  Doane.  I think  the  plan  is  worthy  of  consideration  as  a prob- 
lem of  our  modern  social  life,  and  I think  the  idealism  of  it  is  right 
and  noble,  especially  the  sense  of  social  security. 

Mr.  Woodruff.  There  is  no  question  about  that. 

Dr.  Doane.  It  also  would  take  out  of  the  number  of  employables, 
according  to  the  census  of  occupations  of  1930,  approximately  4 
million  individuals  aged  60  and  over,  who  were  gainfully  occupied, 
according  to  that  census,  in  the  year  1930,  which  would  make  avail- 
able 4 million  new  jobs  for  those  unemployed.  In  that  sense,  it  is 
very  good. 

The  way  I approached  that  problem  from  the  start  was  whether  or 
not  we  could  afford  to  support  this  additional  service  charge — I 
view  this  as  a pure  service  charge — against  our  ability  to  produce  in 
terms  of  physical  income  at  current  rates  an  additional  24  billions  of 
dollars  on  top  of  that.  Of  course,  my  first  reaction  was  that  it  could 
not  be  done,  and  my  reaction  is  yet  that  it  cannot  be  done  in  that 
maximum  amount.  I think  it  possible  to  introduce  the  idea  in  a 
modified  form  that  Dr.  Townsend  or  others,  or  this  committee,  may 
devise,  taking  on  just  a small  number.  You  may  even  change  the 
pension  from  $200  to  a smaller  figure,  and  after  a period  of  years  you 
might  be  able  to  care  for  three  to  four  million  additional  income 
recipients.  But  to  take  in  all  of  the  full  ten  or  eleven  million  in  that 
age  group  immediately,  I think  none  of  us  have  the  remotest  idea 
that  it  is  possible. 

Mr.  Woodruff.  That  is  all,  Mr.  Chairman. 
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Mr.  Hill.  Doctor,  have  you  an  opinion  as  to  the  maximum  added 
tax  load  that  the  Government  should  assume  at  this  time  for  the 
purpose  of  old-age  pensions? 

Dr.  Doane.  The  maximum 

Mr.  Hill.  The  maximum  tax  load  that  the  Government  can  assume 
at  this  time  for  the  purpose  of  taking  care  of  old-age  pensions. 

Dr.  Doane.  Based  on  the  introduction  of  this  new  form  of  taxa- 
tion? 

Mr.  Hill.  Yes. 

Dr.  Doane.  I think  that  is  indicated  here  in  my  first  four  tables. 
Approximately  4 billion  dollars. 

Mr.  Hill.  Four  billion  dollars  a year? 

Dr.  Doane.  Yes;  one  interesting  thing  that  this  form  of  taxation 
suggests  to  me  is  a way  of  raising  current  revenue  to  meet  the  current 
expenditures  of  the  Government,  probably  on  a pay-as-you-go  basis 
without  incurring  continual  government  deficits  and  borrowing.  It 
might  enable  us  to  reduce  our  current  Government  deficit,  however 
the  money  might  be  applied.  I think  that  it  is  possible  with  our 
present  productive  ability  and  capacity  in  the  United  States  due  to 
what  you  are  all  familiar  with,  the  technicological  changes  and 
increased  efficiency  in  machine  technique,  that  we  might  be  able  to 
develop  within  a period  of  years  to  a point  where  we  could  take  care 
of  these  aged  people  to  the  full  extent  suggested  originally  by  Dr. 
Townsend,  and  that  it  could  be  introduced  now  and  gradually  built 
up  over  a long  number  of  months,  12,  24,  32,  50,  or  60  months,  untU 
you  could  reach  that  maximum.  And  it  might  come  shorter;  I do 
not  know.  I am  not  a prophet  of  the  future. 

Mr.  Hill.  That  is  all  more  or  less  of  a guess  in  which  you  are 
indulging  now? 

Dr.  Doane.  I do  know  this,  that  in  the  study  made  b.y  Dr.  Jordan 
and  myself  covering  the  total  spending  for  those  years,  iOlO  to  1930, 
inclusive,  in  the  year  1919  we  found  the  consumers  of  America  were 
spending  for  consumption  goods  some  60  billions  of  dollars,  and  the 
consumers  of  America  were  spending  for  pure  services  some  24  billions 
of  dollars.  Those  figures  were  published,  of  course,  3 years  ago,  in 
1932.  It  is  just  a coincidence  that  the  24  billions  of  dollars  that  we 
spent  in  the  United  States  in  the  peak  year,  1929,  for  pure  services, 
happens  to  be  the  exact  amount  suggested  by  Dr.  Townsend  that  we 
spend  for  services  of  this  other  character. 

The  total  income  being  from  81  to  83  billions  of  dollars  in  1929 — 
you  understand  we  are  always  talking  in  ajiproximate  term.s;  no  one 
knows  exactly  how  much  the  incom^e  was — if  we  were  able  to  spend 
24  billions  of  dollars  for  pure  services  in  1929,  and  it  required  the 
production  of  60  billion  dollars’  worth  of  physical  goods  to  enable  us 
to  spend  24  billion  dollars  for  the  services  of  school  teachers,  musicians, 
ministers,  lawyers,  and  so  on,  therefore  if  we  would  double  that  pro- 
duction of  physical  goods  to  120  billions,  it  would  stand  to  reason 
that  we  then  could  stand  an  additional  24  billions  for  additional 
services. 

Mr.  Hill.  You  would  have  to  increase  the  income,  would  you  not? 

Dr.  Doane.  That  would  naturally  increase  the  income.  I am  talk- 
ing about  some  future  date  now,  you  see. 

Mr.  Hill.  A long  way  in  the  future,  is  it  not? 

Dr.  Doane.  I do  not  know;  I could  not  say. 
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Mr.  Dingell.  I would  just  like  to  ask  you  one  question,  Dr. 
Doane. 

We  have,  as  you  know,  at  the  present  time  from  3 to  11  kinds  of 
taxes  on  automobiles,  not  counting  sales  taxes.  Add  a commodity 
tax  of  2 percent  and  suppose  under  the  Townsend  plan  on  10  trans- 
actions applied  to  the  material  from  the  raw  state  to  the  finished 
product  used  in  the  automobile,  or  built  into  the  automobile,  and  what 
would  be  the  effect  on  this  major  industry,  in  your  estimation? 

Dr.  Townsend.  Ask  him  to  restate  his  question,  please. 

Dr.  Doane.  He  has  asked  me  what  the  effect  of  the  imposition  of 
this  additional  2-percent  sales  tax  might  be  on  the  automotive  industry 
due  to  the  present  tax  burden  of  that  industry. 

Mr.  Dingell.  Which  is  already  there,  with  from  3 to  11  distinct 
kinds  of  taxes  applied  on  the  automobile  at  the  present  time. 

Dr.  Doane.  Eleven  now? 

Mr.  Dingell.  From  3 to  11. 

Dr.  Doane.  Of  course,  I am  not  very  familiar  with  the  technology 
of  automobile  production,  but,  roughly,  based  on  the  normal  ex- 
pected turnover  of  other  forms  of  industry,  it  would  increase  the  cost 
of  the  motor  car  to  the  individual  buyer  probably  10  or  12  percent. 

Mr.  Dingell.  You  said  in  answering  Mr.  Woodruff  that  the  aver- 
age number  of  transactions,  over  and  above  the  sales  tax,  is  about  10 
transactions,  so  roughly  speaking  there  would  be  20  percent  added  to 
the  cost  right  there  on  10  transactions,  from  the  time  that,  say,  the 
raw  material  leaves  the  iron  mines  at  Hibbing,  Minn.,  until  it  is 
finished  in  an  automobile  at  Detroit.  There  would  probably  be  that 
same  reasonable  average,  possibly  more. 

Dr.  Doane.  That  is  assuming  that  they  will  be  successful  in 
passing  the  complete  tax  on. 

Mr.  Dingell.  That  is  what  is  provided  in  the  Townsend  plan, 
however,  a transactions  tax;  regardless  of  how  many  transactions 
occur,  each  transaction  is  taxed  2 percent.  Assume  that  the  ore  is 
sold  at  Hibbing,  Minn.,  or  northern  Michigan;  there  is  a 2-percent 
tax.  When  it  comes  down  to  the  steamship  company,  that  company 
makes  a profit  on  carrying  that  ore  and  pays  2 percent,  because  that 
is  a transaction  according  to  the  interpretation  we  had  here  early  in 
the  hearing.  Then  it  goes  into  the  blast  furnace  and  is  turned  into 
pig  iron.  Later  on  it  goes  to  the  steel  mill.  Finally  it  is  rolled. 
Then  possibly  it  is  trucked  into  Detroit  from  Massillon,  Ohio,  and  then 
possibly  a sheet-metal  concern  presses  it  into  mudguards  or  fenders. 
Then  there  is  a 2-percent  tax  on  that  transaction.  Finally  it  is  put 
into  the  automobile.  Then  there  are  enamel  taxes  and  a hundred  and 
one  other  taxes  that  go  into  that,  each  paying  a transaction  tax. 

What  I am  wondering  about  is,  what  would  be  the  effect  on  the 
automobile  industry  when  we  apply  all  of  these  additional  taxes  to 
try  to  meet  the  provisions  of  the  Townsend  plan,  in  your  estimation? 
I am  asking  you  the  question:  Would  you  say,  for  example,  to  make 
the  question  clear  and  distinct,  that  it  would  have  a stimulating  effect 
upon  the  automobile  industry,  or  would  it  have  a withering,  paralyzing 
effect? 

Dr.  Doane.  Of  course,  if  it  increased  the  prices  of  motor  cars  more 
rapidly  than  the  total  mark-up  of  all  retail  prices,  it  would  have  a 
rather  discouraging  effect  upon  the  industry,  I should  imagine. 
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• Mr.  Dingell.  Assume  it  would  have  the  same  relative  effect  upon 
the  motor-car  industry. 

Dr.  Doane.  If  it  had  the  same  relativ^e  effect,  no;  it  would  still  be 
just  as  profitable  as  it  is  now;  it  would  not  increase. 

Mr.  Dingell.  In  other  words,  you  contend  that  the  question  of 
added  taxes  would  have  no  effect  whatsoever? 

Dr.  Doane.  If  the  total  level  of  all  prices  moved  up  correspond- 
inyD,  it  would  be  in  no  more  adverse  condition  than  any  other 
industry. 

Mr.  Dingell.  That  is  perhaps  true. 

Dr.  Doane.  If,  of  course,  as  a result  of  levying  these  taxes,  we  did 
increase  the  buying  power  of  the  people,  they  might  buy  more  motor 
cars;  and  as  you  would  have  an  increase  in  motor-car  buying,  they 
would  be  enabled  to  get  on  a larger  production  scale  and  reduce  their 
production  cost.  Therefore,  it  might  be  favorable  toward  the  industry 
and  would  increase  their  profits. 

Mr.  Dingell.  According  to  that,  then,  you  are  sold  on  the  idea  of 
the  Townsend  plan  as  actually  stimulating  business  regardless  of  the 
taxes? 

Dr.  Doane.  I am  saying  that  if  through  the  collection  of  these 
taxes  we  could  stimulate  additional  purchasing  ability,  it  would  have 
a favorable  effect. 

Mr.  Dingell.  You  would  put  in  the  word  “if”  it  would  stimulate 
it? 

Dr.  Doane.  Oh,  yes. 

Mr.  Dingell.  All  right. 

Dr.  Doane.  It  would  be  possible,  of  course,  from  a mathematical 
and  a statistical  point  of  view  to  build  up — if  you  are  passing  out 
these  $200  per  month,  it  is  statistically  possible  to  get  them  all  on 
within  approximately  40  months.  We  would  then  be  collecting 
maybe  26  billions  of  dollars  in  taxes.  That  is  the  maximum  expecta- 
tion, statistically,  mathematically,  all  other  things  remaining  equal. 
Please  understand,  I am  stating  that  just  in  that  way.  I do  not  say 
that  I think  that  could  be  done  in  that  way. 

Mr.  Vinson.  As  I understood  your  statement,  it  was  that  you 
might  leave  off  some  of  the  aged.  Would  you  leave  off  a man  over 
60  years  of  age  such  as  John  D.  Rockefeller,  Andrew  Mellon,  Henry 
Ford,  and  gentlemen  of  that  type? 

Dr.  Doane.  You  will  have  to  ask  Dr.  Townsend  that. 

Mr.  Vinson.  As  I understood  you,  you  were  going  to  start  gradually 
and  put  part  of  them  on  the  rolls  and  then  step  it  up.  I am  just 
wondering  what  your  idea  would  be,  as  to  whether  or  not  these 
gentlemen  should  be  left  off. 

Dr.  Doane.  In  my  own  opinion,  I should  not  think  it  would  be 
necessary. 

The  Chairman.  I believe  you  stated  at  the  outset  that  you  had 
not  read  the  Townsend  bill. 

Dr.  Doane.  That  is  right. 

The  Chairman.  You  have  not  studied  the  plan? 

Dr.  Doane.  I have  read  of  the  plan  through  the  public  prints,  the 
newspapers. 

The  Chairman.  You  know  at  best  how  uncertain  and  unreliable 
information  in  the  papers  might  be.  If  you  were  going  to  invest 
money  and  take  the  responsibility  of  this  legislation,  would  you  be 
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willing  to  act  upon  information  you  saw  in  the  newspapers,  if  you 
were  in  Congress? 

Dr.  Doane.  You  are  trying  to  get  me  in  bad  with  the  newspapers. 

The  Chaieman.  No;  I am  not.  I am  just  trying  to  get  your 
views.  They  brought  you  here  as  a witness.  I want  to  see  if  you 
endorse  this  Townsend  plan.  If  you  endorse  the  pJan,  yet  you  say 
you  have  not  studied  it  and  know  nothing  about  it,  according  to 
your  own  admission. 

Dr.  Doane.  I have  not  read  the  bill,  whatever  the  name  of  that 
bill  is,  but  I have  discussed  the  matter  one  evening  with  Dr.  Townsend. 
Of  course,  prior  to  that  my  familiarity  was  through  the  press,  but  in 
that  one  evening  I think  he  brought  out  the  main  points. 

The  Chairman.  From  what  study  you  have  made  of  it  and  its 
principles,  are  you  advocating  that  Congress  adopt  the  Townsend 
plan  for  this  country  as  a sound,  economic  measure? 

Dr.  Doane.  I think  I have  stated 

The  Chairman.  You  can  answer  that  one  way  or  the  other. 

Dr.  Doane.  I have  stated  before  that  we  cannot  in  our  present 
economic  position  put  into  full  effect 

The  Chairman.  I did  not  ask  you  to  ramble  all  around  the  earth 
and  back  by  way  of  Georgia.  I asked  you  if,  in  view  of  our  present 
economic  condition  and  in  the  light  of  the  study  you  have  given  that 
plan,  you  would  recommend  to  this  committee  that  it  recommend  to 
the  Congress  the  enactment  of  the  Townsend  plan  into  law.  You 
can  answer  that  yes  or  no.  I do  not  think  you  need  to  ramble  all 
about.  I want  to  be  courteous,  but  I want  you  to  give  me  a direct 
answer. 

Dr.  Doane.  The  only  w^ay  I can  answ^er  that  is  with  this  condition: 
The  original  Tow  nsend  plan  that  I read  of  in  the  newspapers  carrying 
the  full  24  billion  dollars  a year  requirement — no ; I would  not  recom- 
mend that.  That  could  not  be  done  at  the  present  time.  But  I 
would  recommend  that  a very  serious  study  be  entered  into  by  some 
commission  or  some  group  to  see  what  the  possible  limits  might  be  of 
Dr.  Townsend’s  plan. 

The  Chairman.  Would  you  base  that  study  on  what  you  saw  in 
the  newspapers  and  what  Dr.  Townsend  told  you,  or  would  you  get 
some  further  information  if  you  were  going  to  make  a serious  study? 
You  are  a witness;  you  should  have  made  a serious  study. 

Dr.  Doane.  I w'ould  recommend  that  a serious  study  be  made, 
as  to  the  possibilities  for  covering  all  Government  revenue  through 
all  forms  of  taxation,  what  the  maximum  results  might  be  of  a 2-per- 
cent or  a 1-percent  or  a 3-percent  tax,  and  how  many  transactions 
we  could  arrive  at.  I would  make  it  rather  elaborate.  It  would  take, 
probably,  about  6 months,  to  get  through  a study  of  that  kind,  and  it 
would  take  a pretty  good  sized  staff. 

The  Chairman.  As  an  economist  you  would  want  to  take  6 months 
to  make  a study  of  that  kind  before  you  would  want  to  pass  on  its 
economic  soundness? 

Dr.  Doane.  I would;  yes. 

The  Chairman.  We  thank  you,  doctor,  for  your  appearance. 

Dr.  Doane.  I thank  you  very  much  for  permitting  me  to  appear. 

May  I ask  one  question?  May  I have  the  privilege  of  revising  and 
correcting  my  testimony? 

The  Chairman.  You  have  that  privilege. 
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Mr.  Keed.  I was  called  to  the  telephone  when  Dr.  Doane  came  to 
the  stand.  I was  wondering  if  there  was  a preliminary  statement  as 
to  his  experience  and  qualifications  that  went  into  the  record. 

The  Chairman.  Oh,  yes;  it  is  in  the  record. 

Dr.  Townsend.  Mr.  Chairman,  may  I be  permitted  a word? 

The  Chairman.  If  there  is  no  objection,  you  may. 

STATEMENT  OF  DE.  TOWNSEND 

Dr.  Townsend.  It  has  been  very  obvious  to  all  of  us  that  it  would 
be  quite  impossible  to  start  pensioning  all  of  the  old  folks  who  have 
attained  the  age  of  60  at  one  particular  time,  but  it  is  also  very  obvi- 
ous that  it  will  take  several  years  even  to  register  them — a good  many 
months.  Now,  if  we  were  to  start  at  the  age  of  75,  we  will  say,  and 
register  these  old  folks  as  rapidly  as  possible  and  place  them  upon  a 
$200  per  month  basis  of  pensioning,  by  the  time  we  got  down  to  the 
60-year-olds,  all  the  way  through,  time  enough  would  have  elapsed 
and  the  new  amount  of  money  put  into  circulation  would  so  stimulate 
the  productive  ability  of  America,  that  we  could  easily  take  care  of 
these  classes  as  they  came  along  on  a $200  a month  basis.  I think 
Dr.  Doane’s  entire  analysis  of  this  situation  goes  to  prove  one  thing. 
Nobody  has  been  fool  enough  to  expect  that  we  could  take  10  mil- 
lions of  old  folk  and  put  them  immediately  on  a $200  a month  basis 
without  putting  this  country  into  debt  considerably  in  order  to  carry 
it.  There  has  never  been  any  idea  that  10  millions  would  be  retired 
immediately.  But  we  can  eventually  do  it  by  starting  at  a certain 
age,  and  the  productive  increase  due  to  this  power  of  buying  which 
these  elderly  people  would  have  would  unquestionably  so  stimulate 
the  productivity  of  America  that  the  taxes  of  2 percent  would  be 
ample  to  eventually  retire  them  at  that  age. 

The  Chairman.  We  are  not  going  to  prolong  the  hearing  by  de- 
bating the  question  further,  but  evidently  you  must  know  that  the 
people  who  are  writing  these  letters,  inundating  Congress  with  letters 
by  the  carload,  must  have  had  it  sold  to  them  on  the  theory  that 
just  as  soon  as  this  law  is  enacted  they  will  immediately  go  on  the 
pay  roll.  That  is  evidently  the  way  they  understand  it,  and  you 
are  bound  to  know  they  understand  it  that  way. 

Dr.  Townsend.  I cannot  help  that.  We  all  expect  to  go  on  that 
pay  roll. 

The  Chairman.  If  they  understood  they  were  not  going  to  be 
registered  for  several  years  and  would  not  get  on  the  pay  roll  imme- 
diately, the  propaganda  would  cease  at  once. 

We  thank  you.  Doctor. 

Mr.  Vinson.  Mr.  Chairman,  may  I ask  Dr.  Townsend  a question? 

The  Chairman.  Very  well. 

Mr.  Vinson.  I heard  your  last  statement.  Doctor,  and  noted  what 
you  said  about  the  time  it  would  take  to  get  all  of  them  listed.  Do 
I understand  that  you  are  receding  from  the  position  stated  in  this 
bill — and  I am  reading  from  it — and  conceding  that  we  could  not 
do  it  at  this  time? 

That  every  citizen  of  the  United  States,  60  years  of  age  and  over,  or  who  shall 
attain  the  age  of  60  years  after  the  passage  of  this  act,  while  actually  residing  in 
the  United  States,  shall  be  entitled  to  receive,  upon  application  and  qualification, 
a pension  in  the  sum  of  $200  per  month? 


ECONOMIC  SECUEITY  ACT 


1067 


Dr.  Townsend.  I absolutely  stand  for  that;  however,  as  I stated, 
it  is  very  obvious  that  we  could  not  get  to  all  of  them  immediately. 

Mr.  Vinson.  How  long  do  you  think  it  would  take  to  register  all 
those  above  60  years  of  age? 

Dr.  Townsend.  It  would  take  a good  many  months. 

Mr.  Vinson.  How  many  months? 

Dr.  Townsend.  It  would  be  very  difficult  to  estimate.  I presume 
it  will  take  2 years  before  we  can  get  to  all  of  them. 

The  Chairman.  You  are  excused.  Doctor. 

Mr.  Fuller.  I have  here  a short  statement  by  Mr.  John  L.  Mc- 
Clellan, of  Arkansas,  which  I would  like  to  insert  in  the  record.  This 
statement  expresses  the  viewpoint  that  if  the  State  is  not  able  to 
pay  its  pro  rata  share,  the  contribution  of  the  Government  should 
still  be  made.  Though  I know  you  are  hearing  no  further  witnesses, 
I would  like  to  have  this  go  in  the  record. 

The  Chairman.  It  was  agreed  the  other  day  that  up  until  the  time 
of  printing  members  of  the  committee  could  insert  material  into  the 
record  of  these  hearings,  so  the  statement  to  which  you  refer  may  be 
inserted  in  the  record. 

(The  statement  referred  to  follows:) 

[From  the  San  Francisco  Chronicle,  Feb.  3,  1935.) 

Townsend  Plan  Stirs  Rush  of  Naturalization — Citizens’  Papers  Sought 

TO  Get  Proposed  $200  Pension 

The  Townsend  plan  and  fear  of  deportation  are  overloading  the  clerks  in  the 
United  States  naturalization  offices  in  the  post-office  building. 

Ever  since  the  Los  Angeles  doctor  put  forward  his  plan  to  pay  everybody 
more  than  60  years  old  a pension  of  $200  a month,  the  rush  of  foreigners  to  become 
American  citizens  has  been  record-breaking,  Edward  G.  Cahill,  immigration  and 
naturalization  supervisor,  reported  yesterday. 

SEEK  SPENDING  MONEY 

Decrepit  applicants  for  citizenship  papers — in  sharp  contrast  to  the  usually 
hale,  hearty,  and  youthful  individuals — have  been  thronging  the  immigration 
offices  in  daily  increasing  numbers  for  weeks.  And  most  of  them  frankly  say 
they  are  after  the  $200  a month  spending  money  Dr.  Townsend  advocates. 

They  come  leaning  on  canes  and  crutches,  and  in  some  instances  supported  by 
sturdy  friends  or  relatives  to  sign  their  names  in  shaky  penmanship  to  the  papers 
that  will  make  them  subjects  of  Uncle  Sam. 


Statement  op  John  L.  McClellan,  op  Arkansas 

The  enactment  of  a law  providing  a Federal  pension  for  our  citizens  who,  by 
reason  of  the  infirmities  of  old  age,  are  unable  to  earn  a living,  is  acknowledged  as 
being  an  obligation  in  part,  at  least,  of  the  Federal  Government,  and  has  been 
embodied  in  and  constitutes  a vital  part  of  the  security  program  submitted  to 
Congress  by  the  President  of  the  United  States. 

H.  R.  4120,  introduced  by  Hon.  Robert  L.  Doughton,  chairman  of  this  commit- 
tee, embraces  provisions  dealing  with  this  along  with  the  other  subjects  of  the 
security  program  having  the  approval  of  the  administration. 

It  is  my  purpose  to  call  to  your  attention  the  inequities  of  this  measure  that  will, 
in  the  event  of  its  passage  without  proper  amendments,  result  in  serious  discrimi- 
nation against  many  American  citizens  its  purpose  is  to  assist. 

Not  admitting  but  conceding  only  for  the  purpose  of  this  discussion  that  there  is 
an  equal  obligation  resting  on  the  several  States  to  help  in  discharging  this  burden, 
and  granting  further  that  the  extent  of  the  obligation  of  the  several  States  is  one- 
half,  this  still  does  not  justify  the  position  taken  that  the  Federal  Government  will 
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refuse  to  make  any  provision  for  or  payment  to  the  aged  who  otherwise  qualify 
in  those  States  where,  because  of  general  economic  conditions,  lack  of  revenue, 
other  unexplored  taxable  resources,  or  for  any  other  reason,  are  unable  to  make  the 
contribution  this  bill  demands. 

Whether  an  old-age  pension  is  treated  as  a gratuity  given  solely  in  the  name  of 
relief,  or  as  compensation  merited  by  reason  of  loyal  citizenship  over  a period  of 
years,  the  principle  involved  is  the  same,  and  the  discharge  of  the  obligation  of  the 
Federal  Government,  even  though  it  be  conceded  to  be  only  one-half,  should  not 
be  contingent  on  the  ability  of  the  several  States  or  any  particular  State  to  carry 
its  share  of  the  burden. 

This  Government  should  not  regard  the  boundary  lines  of  States  in  dealing  with 
or  legislating  for  the  benefit  of  its  citizens  coming  within  a designated  class.  If  it 
is  a gift,  the  grant  should  be  made,  insofar  as  the  Federal  Government  is  concerned, 
to  every  citizen  alike  who  qualifies  as  to  age  and  financial  circumstances.  This  is 
equally  true  if  it  is  considered  as  compensation,  payment,  or  reward  for  services 
rendered. 

The  State  of  Arkansas  is  unable  to  provide  additional  taxes  that  will  increase 
her  revenues  sufficiently  to  meet,  in  my  judgment,  to  any  substantial  degree,  the 
requirements  contained  in  this  bill.  Approximately  75,000  citizens  of  my  State 
are  65  years  of  age  and  older  and  would  be  eligible  on  that  basis  to  share  in  the 
benefits  of  this  laudable  program.  To  raise  adequate  revenue  for  the  State  to 
be  able  to  contribute  $15  per  month,  in  order  to  match  the  maximum  amount 
allotted  by  the  Government,  it  would  be  necessary  bj^  some  form  of  taxation  for 
Arkansas  to  increase  her  revenues  $13,500,000  per  year.  This  is  impossible  and 
exceeds  the  amount  of  the  present  State’s  revenues  for  all  purposes.  In  order 
to  provide  $10  per  month  to  match  an  equal  amount  by  the  Federal  Government 
thereby  providing  for  a pension  of  $20  per  month  for  its  citizens,  her  revenues 
would  have  to  be  increased  $9,000,000  per  annum,  and  so  as  to  provide  a pension 
of  $10  per  month  for  American  citizens  residing  within  her  boundaries,  it  would 
require  an  increase  of  $4,500,000  per  annum.  This  amount  under  prevailing 
conditions  is  likewise  impossible. 

The  Arkansas  Legislature  is  now  in  session  and  is  having  serious  difficulty 
in  finding  a way  to  raise  revenue  to  finance  her  public  schools,  nearly  all  of  which 
are  in  extreme  distress,  and  many  of  her  charitable  institutions  are  inadequately 
supported  and  provided  for. 

Under  these  circumstances,  Arkansas  cannot  meet  the  responsibility  this  law 
imposes,  and  I am  persuaded  there  are  other  States  confronted  with  a similar 
situation,  and  whose  citizens  will  derive  no  benefit  whatever  under  the  old-age 
security  provisions  of  this  measure. 

Shall  citizens  of  Arkansas  and  other  States  who  are  American  citizens  as  well, 
be  discriminated  against  in  this  fashion?  Shall  they  be  penalized  because  of  the 
financial  inability  of  their  State  to  make  an  equal  contribution?  If  so,  the 
penalty  is  unjust  and  aggravates  rather  than  relieves  their  misfortune  and  a 
righteous  government  should  not  inflict  it. 

In  this  program  we  are  dealing  not  with  property  rights,  but  with  human 
beings — with  life  itself,  seeking  to  rnake  it  more  secure  and  enable  a class  of  our 
citizens  to  have  and  enjoy  as  they  face  the  setting  sun  such  comforts  as  humble 
necessities  afford.  Shall  these  benefits  be  offered  and  made  possible  to  some 
and  withheld  and  denied  to  others?  Every  principle  of  equity  and  justice  forbids 
that  such  a policy  be  sanctioned. 

If  the  Government  is  going  to  make  a gift  for  the  benefit  of  her  citizens  of  a 
certain  age  who  have  no  means  of  support  or  pay  to  them  a merited  compensa- 
tion, it  should  be  in  the  same  proportion  to  every  citizen  who  qualifies,  irrespec- 
tive of  State  boundaries  or  the  political  subdivision  in  which  they  reside. 

In  a national  emergency  American  citizens  are  called  on  to  make  the  same 
sacrifices  irrespective  of  their  State  domicile.  This  is  equally  true  with  reference 
to  supporting  and  maintaining  the  Government  in  time  of  peace.  Let  us  not 
now  discriminate  against  and  penalize  those  of  our  citizens  who  may  be  so  unfor- 
tunate as  to  reside  in  a State  unable  to  match  dollars  with  the  National  Govern- 
ment for  this  relief. 

If  the  Federal  Government  has  ascertained  its  ability  and  the  propriety  of 
paying  $15  per  month  to  her  citizens  65  years  of  age  and  over,  let  this  blessing  be 
spread  on  the  table  for  all  and  denied  to  none. 

I respectfully  urge  your  careful  and  earnest  consideration  of  these  facts  and 
principles  and  that  the  committee  recommend  proper  amendments  to  safeguard 
against  these  inequitable  and  discriminating  provisions. 
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Letter  op  E.  V.  McCollum,  Johns  Hopkins  University,  Department  op 

Biochemistry 

The  Johns  Hopkins  University, 

School  op  Hygiene  and  Public  Health, 

Baltimore,  Md.,  January  29,  1935. 

Hon.  Robert  L.  Doughton, 

Chairman  Ways  and  Means  Committee,  House  of  Representatives, 

Washington,  D.  C. 

Dear  Mr.  Doughton;  I am  writing  you  as  Chairman  of  the  House  of  Repre- 
sentatives Ways  and  Means  Committee  in  reference  to  Mr.  Wagner’s  bill,  S.  1130. 
I am  particularly  interested  in  paragraph  3 on  page  52  under  title  VII  on  maternal 
and  child  health. 

Permit  me  to  emphasize  my  belief  in  the  need  for  special  demonstrations  and 
research  in  maternal  care  in  rural  areas  and  other  aspects  of  maternal  and  child 
health.  This  work,  if  financed,  would  I believe  be  under  the  supervision  of  Dr. 
Martha  M.  Eliot  of  the  Children’s  Bureau,  who  is  a person  exceptionally  qualified 
for  both  the  planning  and  conduct  of  research  in  the  field  mentioned.  I feel  quite 
confident  because  of  my  long  acquaintance  with  her  that  any  funds  made  available 
for  work  in  her  department  would  be  exceptionally  well  expended.  Therefore 
anything  you  can  do  to  promote  the  passage  of  the  bill  in  such  form  that  an 
adequate  remainder  of  funds  will  go  to  the  Secretary  of  Labor  for  use  in  work 
relating  to  maternal  care  and  child  health  will  be  greatly  appreciated. 

Very  truly  yours, 

E.  V.  McCollum. 


Briep  op  Lawrence  L.  Gourley,  Representing  the  American  Osteopathic 

Association 

Mr.  Chairman,  gentlemen  of  the  committee,  there  are  approximately  9,000 
osteopathic  phj^sicians  and  surgeons  licensed  and  practicing  in  the  United  States, 
about  50  percent  of  whom  are  active  members  of  this  association.  There  are  also 
six  accredited  colleges,  and  something  over  193  hospitals  and  clinics.  The 
American  Osteopathic  Association,  430  North  Michigan  Avenue,  Chicago,  111., 
is  representative  of  the  osteopathic  profession  and  of  allied  institutions. 

The  association  was  established  to  promote  the  interest  of  the  science  of 
osteopathy  and  of  the  osteopathic  profession  by  stimulating  research,  elevating 
the  standards  of  osteopathic  education,  and  advancing  osteopathic  knowledge. 
Members  of  the  association  are  required  to  be  graduates  of  recognized  colleges  of 
osteopathy  and  licensed  practitioners.  It  is  organized  along  democratic  lines  as 
a federation  of  divisional  societies  established  within  the  States.  The  house  of 
delegates,  comprised  of  representatives  elected  by  the  various  federated  societies, 
meete  annually  as  the  constituted  legislative  body  of  the  association.  Among  the 
publications  of  the  association  arc  a code  of  ethics,  a year  book,  a journal,  a forum, 
and  a magazine. 

The  attitude  of  the  American  Osteopathic  Association  toward  the  legislation 
now  before  this  committee  may  be  characterized  as  an  admixture  of  commenda- 
tion and  apprehension.  Any  rational  plan  which  has  for  its  objective  an  in- 
crease in  the  availability  of  medical  services  to  needy  families  and  the  improve- 
ment and  further  extension  of  measures  of  preventive  medicine  would  have  the 
unqualified  and  active  support  and  the  cooperation  of  the  osteopathic  profession 
and  its  institutions.  This  bill  embodies  a plan  directed  to  those  objectives,  but 
the  plan  is  not  altogether  rational.  By  rational  I mean,  consistent  with  sound 
reasoning  and  conducive  policy. 

I propose  to  discuss  certain  jirovisions  of  the  bill  for  the  purpose  of  inducing, 
if  I can,  an  advance  understanding  and  construction  along  those  lines.  I think 
we  will  have  no  trouble  in  agreeing  that  any  plan,  however  commendable  in  its 
ultimate  objective,  which  injects  or  permits  directly  or  indirectly  any  dis- 
criminatory features,  is  thereby  and  to  that  extent  defeated  from  the  beginning. 
On  the  surface,  this  bill  appears  to  be  free  of  such  objections.  Experience  has, 
however,  taught  the  osteopathic  profession  that  discriminatory  features  often 
make  their  first  appearance  in  administrative  policies  which  are  adopted  under 
color  of  the  most  innocuous  provisions  of  an  act.  I realize  that  Congress  cannot 
foresee  every  possible  construction  of  its  language.  Its  language  must,  for  the 
most  part,  be  of  broad  and  general  application.  The  working  out  of  the  detail 
of  operation  of  the  statute  is  logically  lodged  in  the  administrative  arm  of  the 
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Government,  but  it  is  submitted  that  ail  administrative  regulations  should  be 
directed  toward  fulfilling  the  intentions  of  Congress  as  expressed  in  the  basic  art. 
The  hearings  and  the  reports  of  congressional  committees  are  indexes  to  that 
intention.  If  you  will  bear  with  me,  I will  discuss  the  pertinent  provisions  fo  this 
legislation,  beginning  first  with  title  VIII. 

Under  title  VIII,  page  61,  section  802,  the  Bureau  of  the  Public  Health  Service 
is  allocated  the  sum  of  $8,  000,  000  for  distribution  among  the  States  in  an 
effort  to  further  develope  State  health  services.  The  development  of  State  health 
services  is  specifically  defined  in  this  section  to  include  the  training  of  personnel 
for  State  and  local  health  work.  How  much,  or  whether  the  State  receives  any 
of  the  money  for  the  purpose  of  training  its  health  service  personnel,  depends  on 
the  need  for  it  as  determined  by  the  Secretary  of  the  Treasury,  who  is  authorized 
by  section  803  of  the  bill  to  make  such  rules  and  regulations  as  are  necessary  to 
accomplish  the  purposes  of  these  provisions  in  the  act.  Included  also  in  the 
definition  of  the  development  of  State  health  services,  as  determined  by  section 
802,  is  the  assistance  of  counties  and/or  other  political  subdivisions  of  the  States 
in  maintaining  adequate  public-health  programs.  The  basis  of  need  is  also  the 
gage  for  determining  the  allotment  for  these  purposes.  Under  this  set-up,  it  is 
obviously  important  to  foresee  as  nearly  as  possible  what  may  be  the  considera- 
tions which  will  enter  into  the  determination  of  this  basis  of  need.  Epidemics 
will,  of  course,  be  considerations,  but  these,  we  hope,  will  be  fewer  andffurther 
between,  and  also  of  a temporary  character.  Outside  the  realm  of  emergency 
considerations,  what  are  to  be  the  permanent  rules?  If  we  turn  to  page  335  of 
the  unrevised  hearings  of  this  committee  on  this  bill,  we  are  afforded  an  advance 
conception  of  some  of  these  rules.  In  the  statement  furnished  by  the  Surgeon 
General  of  the  Public  Health  Service,  Dr.  Hugh  S.  Gumming,  appears  a recom- 
mendation of  the  committee  on  qualifications  of  local  health  officers.  Further 
identification  of  the  committee  referred  to  is  not  made  in  the  statement,  but  one 
of  the  recommendations  is  that  in  communities  having  a population  of  less  than 
50,000 — -The  health  officer  shall  have  a degree  of  doctor  of  medicine  from  a 
reputable  medical  school  and  be  eligible  to  take  the  examination  for  a license  to 
practice  in  the  State  where  he  is  to  serve.  It  is  not,  however,  recommended  that 
the  health  officer  shall  actually  be  licensed  except,  of  course,  where  licensure  is 
required  by  statute  as  is  the  case  in  certain  States.” 

Look  now  at  the  preceding  page  of  the  hearings,  page  334.  In  the  same  state- 
ment and  under  the  heading  of  “Regulations  governing  the  participation  of  the 
Public  Health  Service  in  the  establishment,  development,  or  maintenance  of 
local  health  service  in  rural  areas,  in  the  fiscal  year  1935”,  item  6 under  this 
heading  reads,  “Contributions  will  be  made  b5^  the  Public  Health  Service  toward 
the  establishment  or  maintenance  of  county  or  district  health  service  only  under 
the  following  conditions:  (a)  The  county  or  district  unit  shall  be  under  the  direc- 
tion of  a whole-time  medical  health  officer,  whose  training  shall  meet  the  require- 
ments recommended  by  the  joint  committee  on  qualifications  of  county  health 
officers  and  adopted  by  the  conference  of  State  and  Territorial  health  officers.” 

Now,  read  these  two  recommendations  together  and  you  have  a prospective 
regulation  under  this  act  which  would  deny  funds  for  the  training  of  any  health 
officer  personnel  to  other  than  those  with  the  M.  D.  degree,  and  no  funds  will  be 
given  in  aid  of  any  county  or  district  health  service,  unless  the  health  officer  in 
that  particular  county  or  district  has  an  M.  D.  degree.  Now,  there  are  somewhat 
over  100  public-health  officers  in  this  country  who  are  osteopathic  physicians 
and  surgeons.  Such  a regulation  would  deny  any  public  health  aid  under  this 
bill  to  those  communities,  unless  they  should  deprive  their  present  health  officers 
of  their  positions  and  turn  them  over  to  M.  D.’s.  The  imposition  of  such  a 
condition  as  precedent  to  financial  aid  would  be  nothing  short  of  dangling  money 
before  communities  for  a surrender  of  their  elective  or  appointive  prerogative  in 
choosing  their  own  public  officers,  nor  is  the  proposition  softened  with  the  con- 
sideration that  they  don’t  have  to  surrender  these  prerogatives  under  this  act — 
that  they  can  keep  their  prerogatives  and  not  receive  the  benefits  provided  here- 
under. If  the  prevention  of  disease  is  important  at  all,  it  is  just  as  much  so  in 
one  community  as  another,  and  the  principle  is  un-American  which  would  impose 
a choice  between  the  right  of  elective  franchise  and  the  extension  of  public  health 
benefits.  These  communities  have  preferred  osteopathic  physicians  and  surgeons 
as  their  public  health  officers.  They  have  recognized  the  qualifications  of  these 
practitioners  for  that  office. 

Osteopathic  physicians  and  surgeons  are  licensed  and  practicing  in  every  State 
and  Territory  of  the  Union.  Their  professional  training  is  not  inferior  to  that  of 
any  other  school  of  medicine.  Their  colleges  include  public-health  courses. 
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Their  colleges  grant  the  degree  doctor  of  osteopathy.  In  1929,  in  the  act  to 
regulate  the  practice  of  the  healing  art  in  the  District  of  Columbia  (45  U.  S. 
Stats.  1326),  Congress  expressly  provided,  I am  now  reading  from  the  law,  “The 
degrees  doctor  of  medicine  and  doctor  of  osteopathy  shall  be  accorded  the  same 
rights  and  privileges  under  governmental  regulations.”  Furthermore,  in  1930,  in 
the  act  providing  for  the  coordination  of  the  public-health  activities  of  the  Govern- 
ment (Public  Law  106,  71st  Cong.),  Congress  specifically  provided,  I am  now 
reading  from  section  11  of  the  act,  “That  any  regulations  which  m3,y  be  pre- 
scribed as  to  the  qualifications  as  to  the  appointment  of  medical  officers  or 
employees  shall  give  no  preference  to  any  school  of  medicine.”  Now,  in  the 
face  of  these  two  expressed  commitments  of  Congress,  we  are  confronted  with 
the  prospect  of  a regulation  which  refuses  any  recognition  of  the  degree  doctor 
of  osteopathy,  and  has  the  effect  of  depriving  every  osteopathic  physician  and 
surgeon  in  the  country  from  participation  in  public-health  work,  even  in  his  own 
community.  Such  a regulation  would  be  outright  discrimination,  irrational  and 
subversive  of  the  cooperative  ideal  so  important  in  all  social  legislation.  With 
the  intent  of  Congress  so  plainly  manifested  in  prior  legislation,  as  I have  sug- 
gested, it  may  not  be  of  imperative  necessity  that  the  Secretary  of  the  Treasury 
be  again  specifically  admonished  against  discriminatory  preferences  between 
practitioners  of  different  schools  of  healing  practice.  Such  discrimination  is  so 
far  our  of  line  with  this  prior  expressed  intention  of  Congress,  with  reason  and 
with  fairness,  that  this  record  warning  ought  to  be  sufficient.  Furthermore,  it 
ought  not  to  be  necessary  for  the  osteopathic  physicians  and  surgeons  of  this 
country  to  have  to  inject  into  every  piece  of  legislation  affecting  the  healing  arts 
in  this  country  a protection  against  discrimination  or  foul  play.  It  should  be 
understood,  and  it  is  undoubtedly  the  will  of  Congress,  that  legislation  of  medical 
importance  applies  four-square  to  practitioners  of  the  healing  art. 

Next,  I call  your  attention  to  title  VII  of  the  bill.  This  title  is  concerned 
with  the  furnishing  of  Federal  funds  in  aid  to  the  States  in  furtherance  of  maternal 
and  child  care.  Section  701,  under  this  title,  provides  Federal  allotment  for  the 
extension  of  maternal  and  child  welfare,  and  maternity  nursing  services.  Section 
702,  same  title,  provides  Federal  cooperation  with  State  agencies  concerned  with 
rendering  medical  care  and  other  services  for  crippled  children.  Section  703 
of  that  title,  extends  Federal  cooperation  with  State  agencies  who  are  engaged  in 
public-health  services,  especially  relating  to  the  protection  and  care  of  homeless, 
dependent,  and  neglected  children,  and  children  in  danger  of  becoming  delinquent. 
Each  of  these  three  sections,  which  comprise  the  entire  title,  imposes  upon  the 
States  as  a condition  precedent  to  an  allotment  of  Federal  funds,  that  each  State 
legislate  such  a plan  for  the  same  general  purposes  as  will  meet  the  approval  of  the 
Children’s  Bureau  of  the  United  States  Department  of  Labor.  This  provision, 
as  it  occurs  in  the  respective  sections,  will  be  found  in  section  701  on  page  53, 
in  section  702  on  page  55,  and  in  section  703  on  page  58.  One  of  these  conditions 
precedent,  as  outlined  in  this  bill,  is  that  it  shall  be  incumbent  on  the  State  to 
specifically  provide  for  itself  and  the  purposes  of  this  act,  a plan  of  cooperation 
with  medical,  nursing,  and  welfare  groups  and  organizations.  Each  State  is 
thereby  confronted  with  the  proposition  of  erecting  such  a cooperative  plan, 
whether  it  wills  to  do  so  or  not.  In  addition,  its  plan  must  be  so  involved  as  to 
meet  the  preconceived  notions  of  the  Children’s  Bureau,  else  the  plans  will 
avail  nothing  so  far  as  the  purposes  of  this  act  are  concerned.  Under  those 
circumstances,  it  is  only  sensible  to  conclude  that  the  States  are  going  to  look  to 
the  Children’s  Bureau  for  guidance.  They  are  going  to  ask  the  Children’s 
Bureau,  “What  kind  of  a plan  of  cooperation,  and  how  far  in  order  to  meet 
your  approval?”  These  are  questions  of  intimate  concern  to  the  medical 
and  charitable  institutions  throughout  the  country.  Any  discrimination 
amongst  these  groups  would  be  very  unfortunate.  As  a matter  of  fact,  so  plain 
is  the  duty  to  avoid  discrimination  that  it  would  ordinarily  seem  to  be  begging 
the  question  to  suggest  it.  I am,  however,  compelled  to  do  just  that  very 
thing — that  is,  suggest  not  only  the  possibility,  but  the  probability  of  discrimi- 
nation. I am  moved  to  do  so  from  experience  with  prior  legislation  of  a similar 
character,  and  I am  prepared  to  illustrate  this  suggestion  by  a recitation  of  that 
experience. 

One  of  the  fields  of  the  Federal  Emergency  Relief  Administration  is  the 
furnishing  of  medical  service  to  those  on  the  relief  rolls.  The  cooperation  of  the 
medical  professions  is  of  vital  importance  in  that  connection.  As  a guide  for  the 
purpose  of  organizing  and  implementing  this  medical  relief  service,  the  Federal 
Emergency  Relief  Administration  issued  Rules  and  Regulations  No.  7.  Para- 
graph 1 of  those  regulations  set  forth  the  policy  of  the  Administration  to  be 
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recognition  of  the  traditional  family  and  family-physician  relationship  in  the 
authorization  of  medical  care.  Section  3 of  the  regulations  provided,  I am  now 
reading  from  the  regulations  on  page  7,  paragraph  “ (b)  Licensed  practitioners 
of  medicine  and  related  professions:  When  a program  of  medical  care  in  the  home 
for  indigent  persons  has  been  officially  adopted,  participation  shall  be  open  to 
all  physicians  licensed  to  practice  medicine  in  the  State,  subject  to  local  statutory 
limitations  and  the  general  policy  outlined  in  regulation  1,  above.”  These  two 
sections  followed  a general  introduction  in  this  language:  “The  conservation  and 
maintenance  of  the  public  health  is  a primary  function  of  our  Government.  In 
this  emergency,  the  ingenuit}^  of  Federal,  State,  and  local  relief  officials  is  being 
taxed  to  conserve  available  public  funds  and,  at  the  same  time,  to  give  adequate 
relief  to  those  in  need.  To  assist  State  and  local  relief  administrations  in  the 
achievement  of  these  aims,  with  regard  to  medical  care,  two  steps  have  been 
taken:  First,  to  define  the  general  scope  of  authorized  medical  care,  where  the 
expenditure  of  Federal  Emergency  Relief  funds  is  involved;  and  second,  to  estab- 
lish general  regulations  governing  the  provision  of  such  medical  care  to  recipients 
of  unemployed  relief.” 

In  order  to  allay  any  possible  misconstruction  of  the  regulation  confining  partici- 
pation to  physicians  “licensed  to  practice  medicine”  in  the  States,  Dr.  Chester 
D.  Swope,  Farragut  Medical  Building,  Washington,  D.  C.,  chairman  of  the 
public-relations  committee  of  the  American  Osteopathic  Association,  immediately 
on  September  18,  1933,  addressed  a communication  to  Dr.  H.  Jackson  Davis, 
consultant  in  medical  care  for  the  Federal  Emergency  Relief  .Administration. 
The  language  employed  in  that  letter  is  its  own  best  exponent.  It  reads  as 
follows; 


Dr.  H.  Jackson  Davis, 

Federal  Emergency  Relief  Administration, 

State  Office  Building,  Albany,  N.  Y. 

Dear  Dr.  Davis:  We  are  informed  by  the  headquarters  of  the  Federal 
Emergency  Relief  Administration  that  you  are  in  charge  of  the  medical  relief 
department  of  the  organization.  In  that  connection,  we  wish  to  bring  to  your 
attention  certain  phraseology  appearing  in  paragraph  (b),  section  3,  of  the 
Regulations  Governing  Meffical  Care  Provided  in  the  Home  to  Recipients  of 
Unemployment  Relief,  Rules  and  Regulations  No.  7. 

Paragraph  (b),  entitled  “Licensed  practitioners  of  medicine  and  related 
professions”,  reads  in  part  as  follows:  “When  a program  of  medical  care  in  the 
home  for  indigent  persons  has  been  officially  adopted,  participation  shall  be  open 
to  all  physicians  licensed  to  practice  medicine  in  the  State,  * * *.”  Elsewhere 
in  the  regulations  the  right  of  osteophathic  physicians  to  participate  is  patent. 
The  phrase  “licensed  to  practice  medicine”,  as  used  in  (b)  above  mentioned, 
would  undoubtedly  be  construed  by  court  of  law  to  include  osteopathic  physicians. 
Neither  we  nor  you  desire  the  necessity  of  resort  to  legal  interpretation.  On  the 
other  hand,  we  are  bound  to  inform  you  that  the  choice  of  wording  in  this  par- 
ticular phrase  is  more  than  likely  to  cause  misunderstanding  in  the  State  adminis- 
tration of  the  relief.  This  is  no  time  for  misunderstandings  and  we  are  quite 
confident  that  you  will  see  fit  to  clarify  the  phraseology  at  the  earliest  possible 
moment.  Will  you,  therefore,  please  inform  this  committee  that  participation 
is  open  to  osteopathic  physicians  under  the  law  and  regulations  of  the  Federal 
Emergency  Relief  Administration  in  like  manner  as  in  the  case  of  reputable 
physicians  of  other  schools  of  medicine. 

Assuring  you  of  our  desire  to  cooperate  to  the  utmost  in  the  laudable  under- 
takings of  your  administration,  we  beg  to  commend  this  matter  to  your  earliest 
consideration. 

Very  truly  yours, 

C.  D.  Swope,  D.  O.,  Chairman. 


On  September  28,  1933,  the  consultant  in  medical  care  Replied  to  this  letter  in 
the  following  terms: 


Dr.  Chester  D.  Swope, 

Chairman  Committee  on  Public  Relations, 

American  Osteopathic  Association,  Washington,  D.  C. 

Dear  Dr.  Swope:  I note  with  interest  the  question  which  you  raised  in  your 
recent  letter  in  regard  to  the  phraseology  of  paragraph  (b)  of  Regulation  No.  3, 
in  the  recently  issued  Federal  Emergency  Relief  Administration  Rules  and 
Regulations  No.  7. 
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Before  discussing  the  point  which  you  raise,  I wish  to  point  out  the  basic 
concept  underlying  these  rules.  The  administration  recognized  the  futility  of 
promulgating  any  one  set  of  hard  and  fast  rules,  complete  to  the  last  detail  of 
policy  and  procedure,  which  would  constitute  a practical  guide  for  providing 
adequate  medical  care  in  each  city,  county,  and  State  in  the  Union.  The  ad- 
ministration was  cognizant  of  the  tremendous  variation  between  the  different 
States  of  the  Union  with  regard  to  both  the  needs  and  facilities  for  medical, 
dental,  and  nursing  care. 

For  the  above  reasons,  the  rules  and  regulations  finally  adopted  by  the  Federal- 
Emergency  Relief  Administiation  were  designed  to  outline  in  broad  terms  the 
policies,  procedures,  and  lines  of  authority  in  which  each  State  could  work  out  a 
program — for  the  provision  of  adequate  medical  care  “in  the  home  to  recipients 
of  unemployment  relief ’’—which  would  be  adapted  to  the  peculair  needs,  local 
statutory  restrictions,  and  economic  status  in  that  particular  State. 

With  this  broad  concept  in  mind,  the  phraseology  in  the  first  sentence  of 
paragraph  (6)  of  section  3,  of  the  F.  E.  R.  A.  Rules  and  Regulations  No.  7,  was 
deliberately  adopted  to  permit  adjustment  to  the  variations  in  statutory  limita- 
tory  limitations  on  the  practice  of  medicine  in  the  different  States. 

The  citation  referred  to  reads  as  follows: 

“ (6)  Licensed  practitioners  of  medicine  and  related  professions. — When  a program, 
of  medical  care  in  the  home  for  indigent  persons  has  been  officially  adopted, 
participation  shall  be  open  to  all  physicians  licensed  to  practice  medicine  in  the- 
State,  subject  to  local  statutory  limitations  (italicizing  mine)  and  the  general  policy 
outlined  in  regulation  1,  above.” 

I note  in  your  citation  of  the  above  sentence  that  you  omitted  the  phrase 
which  I have  italicized,  yet  it  is  this  very  phrase  which  covers  the  only  restric- 
tion on  the  participation  of  osteopathic  physicians  in  any  State  program  for 
medical  relief  in  which  State  osteopaths  are  licensed  practitioners  of  medicine. 

For  example,  under  the  law  in  New  York  State,  osteopaths  are  practitioners  of 
medicine,  subject  only  to  the  restrictions  imposed  by  section  1262  of  the  educa- 
tion law,  which  reads  in  part: 

“License  to  practice  osteopathy  shall  not  permit  the  holder  thereof  to  administer 
drugs  or  perform  surgical  operations  with  the  use  of  instruments.” 

Specific  reference  to  “local  statutory  limitations”  was  made  in  the  F.  E.  R.  A. 
rules  to  emphasize  the  fact  that  participation  in  the  officially  adopted  State 
program  for  medical  care  to  indigent  persons  in  their  homes  was  open  to  “all 
physicians  licensed  to  practice  medicine  in  the  State”,  where  such  practice  was 
limited  or  unlimited. 

The  phraseology  chosen  may  be  interpreted  as  a deliberate  recognition  by  the 
Administration  that  it  would  not  be  improper  for  local  relief  officials,  in  their 
discretion,  to  authorize  duly  licensed  osteopaths  to  perform  professional  medical 
services,  subject  to  the  restrictions  of  law. 

Very  truly  yours. 


HJD:AM 


(Signed)  H.  Jackson  Davis 

H.  Jackson  Davis,  M.  D., 

Consultant  in  Medical  Care. 


The  obvious  intention  of  Dr.  Davis’  interpretation  was  that,  within  the  scope 
of  their  legal  authorized  practice,  osteopathic  physicians  and  surgeons  were 
entitled  to  participation  in  this  relief  work  in  all  the  States.  As  questions  arose 
before  State  relief  administrators,  this  interpretation  by  Dr.  Davis  was  brought 
to  the  attention  of  the  administrators  and  relied  upon  in  good  faith  as  authorizing 
such  participation. 

About  a year  after  the  Dr.  Davis  letter,  the  Federal  Emergency  Relief  Adminis- 
tration superseded  its  consultant  in  medical  care  by  a medical  director,  a Dr.  C.  E. 
Waller,  Assistant  Surgeon  General  of  the  Public  Health  Service.  Within  a short 
time  thereafter,  there  came  to  the  attention  of  the  public-relations  committee  a 
copy  of  a telegram  addressed  to  the  Montana  State  Relief  Administration,  over 
the  signature  of  Dr.  Waller,  which  read  in  part  as  follows:  “If  osteopaths  are 
licensed  to  practice  medicine  in  Montana,  they  are  eligible  to  participate  in  medical 
relief  program  in  that  State,  if  not  they  must  be  considered  ineligible.”  The 
Montana  relief  administration  immediately  called  for  an  opinion  of  the  Montana 
attorney  general,  and  inasmuch  as  osteopaths  are  licensed  to  practice  osteopathy 
in  Montana,  the  opinion  was  that  they  are  not  licensed  to  practice  medicine. 
That  status  of  affairs,  following,  as  it  happened,  upon  the  heels  of  a cooperative 
conference  with  Dr.  Waller,  and  in  direct  contravention  of  the  principle  expressed 
in  the  Dr.  Davis  letter,  evoked  the  following  protest,  which,  it  will  be  noted,  was 
dispatched  on  November  14,  and  which  to  date  has  not  received  a reply. 
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Dr.  C.  E.  Waller, 

Medical  Director  Federal  Emergency  Relief  Administration, 

Washington,  D.  C. 

Dear  Dr.  Waller:  You  will  remember  that  I called  on  you  a week  or  so  ago 
with  regard  to  certain  difficulties  that  had  been  encountered  in  the  States  in  the 
construction  of  Rules  and  Regulations  No.  7 as  they  apply  to  participation  by 
osteopathic  physicians  in  medical  relief.  I told  you  at  that  time  that  on  occasions 
where  such  misunderstanding  arose  the  Dr.  H.  Jackson  Davis  letter  on  the  prob- 
lem had  been  sufficient  to  set  the  matter  right.  The  object  of  my  call  was  to 
increase  the  efficiency  and  the  cooperation  of  the  osteopathic  profession  with 
your  organization  here  and  in  the  States. 

Dr.  Davis’  letter  plainly  holds  the  term  “licensed  to  practice  medicine”  as 
used  in  paragraph  (6),  page  7,  of  Regulations  No.  7,  to  mean  healing  art  and 
goes  on  to  say  that  the  phrase  “subject  to  local  statutory  limitations”  is  the  only 
limitation  on  the  extent  of  osteopathic  participation.  Now,  the  only  sane  con- 
clusion from  that  interpretation  is  that  Rules  and  Regulations  No.  7 include 
osteopathic  participation  in  every  State.  The  exclusive  connotation  of  the  phrase 
“subject  to  local  statutory 'limitations ” is  to  avoid  the  construction  that  these 
regulations  actually  increase  private  practice  rights  beyond  the  source  of  all 
practice  rights,  namely,  the  licensing  laws  of  the  yarious  States.  We  have  gone 
-on  the  assumption,  and  various  State  administrators  have  gone  on  the  assump- 
tion, as  both  we  and  they  had  a right  to  do  under  the  Dr.  H.  Jackson  Davis 
letter,  that  osteopaths  in  every  State  were  not  only  entitled  to  participate  but 
under  a duty  to  cooperate  in  performing  this  relief  service.  We  have  understood 
from  the  start  that  if  in  certain  States  osteopathic  physicians  were  by  State  law 
inhibited  against  the  use  of  surgery,  then  in  those  States  osteopathic  physicians 
could  not  resort  to  surgery  in  the  Federal  relief  work.  Within  such  limitations, 
however,  we  have  assumed  that  their  cooperation  with  you  was  not  only  desired 
but  invited. 

During  my  interview  with  you,  I understood  you  to  remark  that  you  would  not 
want  to  cram  osteopathy  down  the  throat  of  an  unwilling  State  administrator. 
This  is  not  a question  of  sensitiveness  or  likes  and  dislikes;  it  is  a question  of 
medical  relief  and  any  method  which  has  a tendency  to  blight  a profession  recog- 
nized and  licensed  in  every  State  of  the  Union  is  obviously  “haywire”  and  ill- 
conceived. 

I am  just  now  in  receipt  of  a copy  of  a telegram  purporting  to  come  from  you. 
It  was  directed  in  answer  to  official  inquiry  on  osteopathic  participation  in  Mon- 
tana. In  that  telegram  it  is  said  “if  osteopaths  are  licensed  to  practice  medicine 
in  Montana  they  are  eligible  to  participate  in  medical  relief  program  in  that 
State,  if  not  they  must  be  considered  ineligible.” 

Previous  to  that  telegram,  the  osteopathic  physicians  of  Montana  had  prepared 
a participating  agreement  for  the  profession  with  the  State  relief  officials  in  an 
effort  to  lend  their  best  cooperation.  Notwithstanding  their  obvious  right  to 
participate,  you  were  apparently  asked  for  an  opinion  and  your  opinion  stated 
them  to  be  ineligible  unless  “licensed  to  practice  medicine.”  Certain  of  the  State 
relief  officials  found  some  State  court  decisions  holding  that  osteopaths  in  Mon- 
tana are  not  authorized  to  practice  medicine. 

Now,  this  Montana  example,  in  which  you  apparently  participated,  represents 
the  very  thing  that  I talked  to  you  about.  You  well  know  that  the  term  “medi- 
cine” has  several  meanings.  In  its  general  sense  it  means  “healing  art.”  In  its 
restricted  sense,  so  far  as  certain  types  of  practice  acts  are  concerned,  it  means  a 
certain  type  of  healing  as  distinguished  from  other  types.  The  Dr.  H.  Jackson 
Davis  letter,  above  mentioned,  held  that  it  meant  healing  art,  as  obviously  the 
regulations  were  intended  to  be  in  general  terms.  Furthermore,  the  policy  for 
medical  care  as  enunciated  in  Regulations  No.  7,  F.  E.  R.  A.,  stresses  on  page  2 
of  those  regulations  “the  traditional  family  and  family-physician  relationship.” 
Your  interpretation  coupled  with  the  manner  of  its  handling  in  Montana  has  the 
effect  only  of  preserving  or  tending  to  preserve  traditional  family-physician  rela- 
tionship so  long  as  the  physician  is  an  M.  D.  At  least  that  would  be  true,  except 
in  cases  such  as  Texas  and  Colorado,  where  every  healing-art  practitioner  is 
“licensed  to  practice  medicine.”  In  the  States  such  as  those  mentioned,  where 
all  healing-art  practitioners  are  especially  licensed  to  practice  medicine,  it  is 
patently  absurd  to  say  that  osteopaths  in  those  States  are  entitled  to  participate, 
whereas  in  other  States,  even  though  their  rights  of  practice  may  be  absolutely 
equal,  they  are  denied  that  right. 

I wish  further  to  call  your  attention  to  the  fact  that  in  the  early  days  of  oste- 
opathy, osteopaths  were  frequently  prosecuted  for  “practicing  medicine.”  That 
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fight  has  been  resolved  in  the  States  for  many  years.  Interpretations  like  yours 
to  Montana  will  have  a tendency  to  breed  and  revive  again  that  old  contention.. 
Osteopaths  in  every  State  are  licensed  to  practice  their  profession.  It  is  true  that 
their  practice  rights  are  limited  in  certain  of  the  States,  but  in  the  broad  sense 
of  the  term  all  of  them  are  practitibners  of  medicine  when  we  consider  the  term 
“medicine”  as  including  the  healing  art.  Osteopathy  is  a school  of  medicine^ 
just  as  allopathy  and  nomeopathy  are  schools  of  medicine.  Your  construction 
of  Regulations  No.  7 has  worked  a discrimination  against  the  osteopathic  prac- 
titioners in  Montana.  If  you  cannot  agree  with  the  Dr.  H.  Jackson  Davis’  letter, 
or  if  in  your  opinion  you  are  properly  construing  that  letter,  then  we  suggest  that 
there  is  nothing  holy  about  the  wording  of  the  regulations  themselves,  and  we 
request  that  under  those  conditions  you  amend  them  to  read  “healing  art”,  or 
in  some  other  manner  to  do  equity.  If  Dr.  Davis’  letter  does  not  mean  what  we 
think  it  does,  or  is  susceptible  to  varied  interpretations,  then  we  think  it  better 
to  amend  the  regulations,  rather  than  to  construe  constructions  ad  infinitum. 

I have  every  desire  to  see  this  matter  handled  with  dispatch,  as  I am  sure  you 
also  desire  it.  There  seems  no  reason  at  all  why  the  osteopathic  profession  should 
be  harassed  by  ambiguity.  Their  rights  of  participation  are  absolutely  as  are 
those  of  other  schools  of  medicine,  and  State  administrators  should  be  given  to 
understand  that  fact  in  no  uncertain  terms.  I feel  that  this  matter  can  be  deter- 
mined the  most  efficaciously  in  conference. 

Very  truly  yours, 

L.  L.  GoURIiEY, 

Counsel  Public  Relations  Committee, 

Washington,  D.  C. 

LLG:AKS 

The  osteopathic  profession  has  not  sat  back  listlessly,  refusing  to  cooperate  or 
take  part  in  national  health  programs.  The  profession  in  the  States  worked  out 
plans  of  cooperation  with  the  relief  administrations.  Some  of  these  plans  were 
accepted  in  the  States,  but  the  present  attitude  of  the  Tederal  Emergency  Relief 
Administration  can  have  the  effect  of  destroying  whatever  cooperation  has  been 
brought  about.  The  osteopathic  profession  offered  its  assistance  to  the  Com- 
mittee on  Economic  Security.  The  consultation  of  the  profession  on  these 
national  and  local  health  problems  was  not  only  unsolicited  by  that  committee, 
but  the  profession  has  been  consistently  refused  even  the  courtesy  of  official  or 
unofficial  inclusion  in  its  deliberations.  Under  such  conditions,  and  in  view  of 
the  experience  related,  it  can  hardly  be  construed  as  borrowing  trouble  when  we 
suggest  the  possibility  of  ultimate  discrimination  under  the  terms  of  this  act, 
which  are  the  handiwork  of  that  committee. 

In  introducing  our  correspondence  with  Drs.  Davis  and  Waller,  it  should  be 
understood  th^  we  are  in  no  sense  engaging  in  personalities.  It  tells  a vivid 
story  of  discrimination,  and  it  tells  it  officially.  Not  only  the  propriety,  but  the 
actual  necessity  for  introduction  of  this  correspondence  is  further  indicated  by 
the  fact  that  the  administration  of  the  provisions  of  titles  I and  II  of  this  act  is- 
provided  to  be  under  the  Federal  Emergency  Relief  Administrator,  in  whose 
bailiwick  originated  the  discriminatory  practice  forming  the  subject  of  the 
correspondence. 

Title  I of  this  Economic  Security  Act  provides  Federal  aid  to  States  for  old-age 
assistance  programs.  The  State  in  order  to  qualify  for  its  allotment  for  these 
purposes  is  required  to  submit  a plan  for  old-age  assistance,  including  provision 
for  reasonable  subsistence  compatible  with  decency  and  health.  The  Adminis- 
trator will  determine  whether  the  State  plan  makes  such  reasonable  provision. 
It  is  not  too  much  to  expect  that  in  the  evolution  of  these  plans,  it  will  be  neces- 
sary to  make  the  provision  of  such  subsistence  the  most  economical,  and  that  will 
entail  the  provision  of  special  medical  care.  The  present  attitude  of  the  Federal 
Relief  Administrator  as  reflected  in  that  of  his  Medical  Director  would  involve  a 
condition  upon  the  States  that  osteopathic  physicians  and  surgeons  be  denied 
participation  in  s^ich  a medical  service.  The  same  conclusion  applies  to  title  II. 
Title  II  of  the  act  provides  Federal  assistance  to  States  for  aid  to  dependent 
children,  and  requires  submision  of  State  plans  to  the  Administrator  for  approval, 
which  State  plans  must  contain  provision  for  reasonable  subsistence  compatible 
with  decency  and  health. 

As  in  title  I,  the  provisions  of  title  II  may  be  construed  to  require  that  State 
plans  so  contemplated  must  include  the  provision  of  medical  care.  Now,  if  the 
Federal  Emergency  Relief  Administrator  is  consistent,  he  will,  as  Administrator 
of  the  provisions  of  this  title,  impose  limitations  on  the  States,  which  will  deny 
to  osteopathic  physicians  and  surgeons,  participation  in  any  medical  services 
rendered  in  contemplation  of  provisions  of  this  title. 
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Not  only  would  such  regulations  deny  Federal  recognition;  they  would  have 
iihe  effect  of  establishing  osteopathic  exclusion  by  State  law.  That  is  not  only  a 
milestone  in  Federal  regulation  of  the  healing  arts  in  the  States;  it  is  the  exercise 
of  an  unfounded  power  to  destroy  them.  This  cannot  be  the  intention  of  Congress, 
and  the  American  Osteopathic  Association  appeals  to  this  committee  for  an 
expression  to  that  effect. 


Bkief  op  FraStk  W.  McCulloch,  Representing  the  Chicago  Workers’ 

Committee  on  Unemployment 

The  organization  which  I am  representing  in  this  hearing  is  composed  of 
unemployed  and  part-time  workers  in  the  city  of  Chicago.  It  numbers  some  35 
different  local  units  and  is  affiliated  with  a State-wide  federation  of  the  unem- 
ployed, known  as  the  “Illinois  Workers  Alliance.”  This  State  organization 
includes  more  than  225  local  units  numbering  more  than  50,000  men  and  women 
in  its  membership,  all  of  whom  are  deeply  concerned  about  the  security  program 
now  being  presented  to  the  Congress. 

The  unemployed  heartily  endorse  the  principle  of  social  responsibility  for  the 
burdens  resulting  from  unemployment  and  the  other  hazards  for  which  provision 
is  made  in  the  Wagner-Lewis  bill.  We  are  convinced  that  no  private  method  of 
dealing  with  this  problem  of  economic  insecurity  can  be  adequate  to  the  need. 

While  supporting  the  basic  purpose  of  this  bill,  however,  we  are  convinced 
that  without  fundamental  revisions  it  will  fail  tragically  in  meeting  the  present 
■existing  situation.  It  is  commonly  referred  to  as  furnishing  merely  a first  line 
of  defense  against  the  calamities  of  the  next  depression.  The  hardships  and 
miseries  of  the  present  depression,  however,  are  so  keenly  felt  by  millions  of  our 
men,  women,  and  children  that  they  will  be  intensely  dissatisfied  with  any 
program  which  does  not  seek  to  provide  immediate  protection  against  the  hunger, 
privation,  and  haunting  fears  which  are  their  daily  lot.  We  earnestly  urge  upon 
you,  therefore,  the  consideration  and  enactment  of  amendments  which  will 
provide  for  immediate  security,  as  well  as  security  against  future  catastrophes. 
Anything  less  would  be  a mockery  of  the  purposes  which  this  bill  proposes  to 
serve,  as  well  as  a cruel  disappointment  to  masses  of  the  working  people,  who 
have  been  promised  help  in  their  present  difficulties,  as  well  as  insurance  against 
their  future  needs. 

This  principle  has  been  embodied  in  legislation  now  pending  before  the  House 
of  Representatives,  commonly  known  as  “the  Lundeen  bill”  (H.  R.  2827). 
The  Chicago  workers  committee  has  endorsed  the  basic  provisions  of  this  bill 
and  it  is  receiving  the  support  of  a growing  number  of  organizations  of  unemployed 
and  employed  workers,  throughout  the  country.  You  may  feel  that  the  pro- 
vision of  immediate  security  is  beyond  the  proper  scope  of  the  legislation  before 
this  committee.  Perhaps  you  believe  that  the  $4,888,000,000  public  works  program 
sought  to  be  initiated  by  other  pending  legislation  makes  an  adequate  program  for 
the  immediate  relief  of  the  unemployed.  There  is  positively  no  justification, 
however,  for  such  a feeling.  The  program  does  not  purport  to  provide  work  for 
more  than  about  a third  of  those  presently  unemployed  for  the  limited  period  of 
1 or  possibly  l}i  years.  Meantime,  the  remaining  7}^  million  persons  not  given 
work  must  continue  to  subsist  upon  the  meager  doles  now  provided.  If  you 
believe  that  this  subsistence  is  either  adequate  or  humane,  if  you  do  not  under- 
:stand  that  it  is  destroying  American  standards  of  living,  if  you  do  not  appreciate 
that  it  is  causing  incalculable  human  suffering  and  creating  unheard  of  economic 
wastes  due  to  our  failure  to  employ  this  large  supply  of  willing  labor,  I invite  your 
careful  study  of  the  distribution  of  relief  in  almost  any  part  of  this  country  and 
the  disastrous  effects  already  apparent. 

Above  all,  the  great  mass  of  the  unemployed  of  this  country  want  jobs.  Our 
desire  for  an  opportunity  to  earn  our  living,  in  a decent,  self-respecting,  American 
manner,  is  paramount.  In  view  of  the  inadequacy  of  the  present  job  program, 
however,  the  enactment  of  a security  program  which  makes  immediate  provision 
for  the  needs  of  our  families  is  essential,  if  wide-spread  suffering  and  smouldering 
discontent  are  to  be  avoided. 

It  has  been  encouraging  to  have  the  Federal  Government  plan  positive  action 
to  alleviate  the  hardships  resulting  from  future  insecurity.  But  here  again  the 
unemployed  are  convinced  that  the  Wagner-Lewis  bill  in  its  present  form  does  not 
make  adequate  provision.  An  undue  reliance  is  placed  upon  the  various  States 
of  the  country  to  enact  separate  and  sufficient  security  legislation.  Some  States 
are  unable  to  do  so.  Others  are  presently  unwilling.  Such  State  systems  as 
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•are  initiated  within  the  terms  of  the  present  bill  may  vary  radically  in  the  pro- 
tections which  they  set  up.  We  are  convinced  that  if  an  adequate  protection 
. against  the  risk  of  "unemployment  is  to  be  created  there  must  at  least  be  certain 
.minimum  standards  set  forth  in  the  Federal  legislation.  Such  minimum  stand- 
ards should  cover  the  amount  of  the  benefits  to  be  paid,  length  of  the  waiting  period, 
length  of  the  period  for  payment  of  the  benefits  and  qualifications  for  compensa- 
tion. In  this  connection  we  believe  that  the  benefit  provisions  recommended  to 
the  States  by  the  Committee  on  Economic  Security  are  not  extensive  enough  to 
guarantee  the  maintenance  of  a proper  standard  of  living  over  a sufficient  period 
/ of  time.  We  hope  that  the  bill  may  be  amended  to  include  minimum  standards 

in  line  with  those  set  forth  in  the  Lundeen  bill  previously  referred  to.  Nothing 
less  than  a Nation-wide  system  for  such  substantial  protection  to  American 
laborers  can  insure  a fair  or  adequate  treatment  of  this  problem. 

All  of  you  doubtless  feel  a very  deep  concern  over  the  situation  to  which  I 
have  referred.  Perhaps  all  would"  be  willing  to  consider  a more  extensive  pro- 
gram such  as  I have  suggested  if  jmu  felt  that  there  were  resources  available  for 
such  a purpose.  May  I remind  you,  however,  that  there  are  other  sources  of 
funds  which  are  not  mentioned  in  this  bill,  which  very  readih^  occur  to  many 
American  workers.  We  read,  with  what  emotions  1 shall  not  attempt  to  describe, 
of  increasing  individual  and  corporate  incomes  in  the  higher  brackets,  as  reported 
by  the  Bureau  of  Internal  Revenue;  we  see  rising  prices  and  a scale  of  wages, 
which,  in  terms  of  buying  power,  is  actually  falling.  As  the  emergency  becomes 
greater  and  the  maldistribution  of  wealth  increases,  it  seems  obvious  that  a con- 
. siderable  measure  of  support  for  the  payment  of  immediate  benefits  to  unemployed 
workers  should  be  derived  from  sharply  increased  income,  inheritance  and  gift 
taxes.  Our  organization  is  convincd  that  the  system  of  protection  which  is  set 
up  in  this  security  legislation  should  provide  for  a fund  which  is  made  up,  at 
least  in  part,  of  State  contributions  derived  from  these  sources.  The  justice  of 
this  proposal  is  eqxialed  only  by  its  soundness  from  the  point  of  view  of  the  total 
economic  situation  in  the  country  today.  No  other  presently  accepted  methods 
can  be  as  effective  in  the  necessary  building  up  of  purchasing  power  without 
reducing  it  at  some  other  point. 

When  the  unemployed  hear  of  the  difficulties  which  you  face  in  planning  for 
such  an  extensive  and  immediate  security  program,  they  also  remember  the 
ifabulous  sums  that  are  appropriated  b}^  each  Congress  in  the  preparation  for 
wars  against  other  nations.  To  us  the  war  against  human  suffering  within  the 
borders  of  our  own  country  is  of  far  greater  significance.  In  view  of  the  inade- 
quate preparations  for  that  war  up  to  the  present  time  it  is  no  wonder  that  im- 
practical propositions  like  those  of  the  kindly  Dr.  Townsend  evoke  wide-spread 
popular  support.  It  is  for  you,  however,  to  make  fundamental  revisions  in  the 
present  Security  Act  to  speed  its  effectiveness  and  make  more  nearly  adequate 
its  much-vaunted  protection.  You  should  appreciate  the  growing  sense  of 
disillusion  on  the  part  of  increasing  numbers  of  hitherto  patient  American  work- 
ing people.  I urge  you,  therefore,  to  respond  to  the  imperative  need,  with  a 
broadened  legislative  program  for  security,  drawn  up  on  the  lines  of  the  Lundeen 
bill. 

The  Chairman.  The  committee  will  adjourn  until  10  o’clock  to- 
morrow morning. 

(Whereupon,  at  4 p.  m.,  an  adjournment  was  taken  until  10  a.  m., 
Wednesday,  Feb.  13,  1935.) 
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